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In 1958 Columbia Gas System served more people 
with more natural gas than ever before 


In 1958, more than 3,000,000 homes and businesses 
needed more than 700 billion cubic feet of gas from 
Columbia — 57 billion more than in 1957. Among 
this total were 58,000 new house heating customers. 


To meet these needs, Columbia Gas invested 
$82,700,000 in new construction and property im- 
provements, and contracted for billions of cubic 
feet of new reserves in the Appalachian section and 
the Southwest. 


Late in 1958, Columbia Gulf Transmission Com- 
pany, a new subsidiary, acquired the Gulf Inter- 
state pipeline, to help assure additional supplies of 
southwest gas to serve growing customer needs. 


Columbia Hydrocarbon Corporation’s fractiona- 
tion plant at Siloam, Kentucky, began full-scale 


operations during December, 1958, producing 
propane, butane and natural gasoline. It is also a 
potential source of ethane for the petro-chemical 
industry. 


To learn more of Columbia’s continuing invest- 
ment in service—along with financial details—write 
for your copy of our 1958 Annual Report. 


THE COLUMB | 
é ' SYSTEM, INC. 


# COLWWMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, N. Y. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, AMERE GAS UTILITIES COMPANY, 
ATLANTIC SEABOARD CORPORATION, COLUMBIA GAS OF KENTUCKY, INC., VIRGINIA 
GAS DISTRIBUTION CORPORATION, KENTUCKY GAS TRANSMISSION CORPORATION... 
COLUMBUS GROUP: THE OHIO FUEL GAS COMPANY, THE OHIO VALLEY GAS COMPANY 
.. PITTSBURGH GROUP: THE MANUFACTURERS LIGHT»AND HEAT COMPANY, COLUMBIA 
GAS Of NEW YORK, INC., CUMBERLAND AND ALLEGHENY GAS COMPANY, HOME GAS 
COMPANY... COLUMBIA GULF TRANSMISSION COMPANY...THE PRESTON OIL COMPANY 
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QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending March 
31, 1959: 
Class of Dividend 
Stock Per Share 
4.08% Comulative Preferred . . $1.02 
4.18% Cumulative Preferred .. 1.045 
4.30% Cumulative Preferred .. 1.075 
5.05% Cumulative Preferred .. 1.2625 
$1.40 Dividend Preference .. .35 


All dividends are payable on or 
before March 31, 1959 to stock- 
holders of record March 2, 1959. 


J. InvinG KIBBE 
Secretary 
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ROCKWELL 





STANDARD 
MORE THAN 


30 THOUSAND 
SHARE OWNERS 


benefit from serving 

* Transportation—Construction 

© Agriculture—Petroleum 

© General Industry and 
Government 


with Rockwell-Standard: 

¢ Axles—Transmissions— 
Torque Converters 

® Leaf and Mechanical Springs 

* Bumpers—Cushion Springs 

¢ Brakes—Forgings—Stampings 

¢ Grating—Universal Joints 

® Executive Aircraft 


DIVIDEND NOTICE 





The Board of Directors has today 
declared a regular quarterly dividend 
of fifty (50¢) cents per share on the 
Common Stock of the Company, pay- 
able March 10, 1959, to stockholders 
of record at the close of business 
February 16, 1959. 

A. A. Finnell, Secretary 
January 26, 1959 


ROCKWELL-STANDARD CORPORATION 


Coraopolis, Pennsylvania 
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how metals from 
ANACONDA 


make sweet music for you 


ALSO ELECTROFORMED with “Plus-4"’ Anodes 
are the bells of Conn instruments. This sez 
unit-method of construction gives s 

control of entire tone chamber. Bells have same 
density throughout—increased resonance pro- 
duces live, powerful tone. 


’ 


CUT-AWAY VIEW of tone chamber shows “micro- 
finish’’ of interior surfa Another cost and 
quality advantage: by acid-copper electro- 


deposition, both chamber and mouthpiece are 
made as a single part. They were formerly made 


as two pieces of sheet metal and soldered together. 














True, vibrant tone of cornets, trumpets, and trombones depends largely on 
the inside shape and finish of their tone chambers. 

A pioneer in improving tonal quality since 1875, C. G. Conn, Ltd., makes 
many of the wind instruments used by professional musicians as well as 
America’s thousands of amateur bands and orchestras. 

Conn has found that better tone results when mouthpipes (or tone 
chambers) are made of copper—built up electrolytically on removable precisiot 
forms, using “‘Plus-4’’"® Phosphorized Copper Anodes. Mouthpipes produce« 
this way have consistent dimensional accuracy to millionths of an inch—an« 
without the further finishing required when these particular parts were shape« 
from tube or sheet. 

Other industries depend on “Plus-4”’ Anodes for the production of intri 
cately shaped precision parts, among them microwave components of extreme 
interior complexity. 

“Plus-4” Anodes, one of many developments Anaconda has pioneered, 
demonstrate what Anaconda research is always striving for in the whole 
nonferrous metal field: New ways to do things better—more value for less 
money—in home and industry. 59172 & 


ANACONDA 


PRODUCERS OF: COPPER: ZINC+ LEAD+ ALUMINUM « SILVER 
GOLD + PLATINUM + PALLADIUM + CADMIUM: SELENIUM: TELLURIUM 
URANIUM OXIDE « MANGANESE + ARSENIC + BISMUTH >: INDIUM 
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The Trend of Events 


HOW REFRESHING .. . The most important ingredient 
in any successful enterprise is a well thought out 
plan — backed by courage and the determination 
needed to put it across. We have been suffering from 
a lack of this kind of sound and realistic coordina- 
tion for a long time, so that the fighting spirit of 
Governor Nelson A, Rockefeller is welcome indeed. 

Any thinking businessman in the City and State 
of New York has been aware of the fact that the 
fiscal situation in Albany was not all that could be 
desired — but few realized that our state debt had 
more than doubled in four years — that per capita, 
for each citizen, it had risen from $42 to $86 under 
the administration of Mr. Harriman. 

Up to now there appeared to be no effort to check 
spending, and, in shouldering the burden of putting 
the state on a sound basis, Governor Rockefeller 
shows the kind of courage 
that we need in every level of 


TV and radio, we believe he cannot fail to win the 
sympathy and support of the electorate. 


BECK’S INCOME VS. A TEAMSTER’S WAGE... | wonder, 
when Mr. Beck was driving a laundry truck years 
ago, whether he ever thought he would be convicted 
of being $240,000 short in his income tax? 

What that amounted to in actual monies he got 
as head of the Teamster’s Union, outside of his elab- 
orate homes, racing stable and undisclosed income, 
should be of interest to every union member who has 
to get along on a daily pittance, when the union cal!s 
a strike that can last for months and result in a net 
loss in income that cannot be made up—frequently 
for years to come. 

The workers will at least get a malicious chuckle 
out of knowing that Beck is behind bars, for the 
verdict makes him liable for a maximum penalty of 
30 years in prison and $60,000 
in fines. It couldn’t happen to 





government — city, state and 
national. 

Ile avoided the easiest way, 
which is so prevalent among 
politicians, and chose the un- 
popular and rocky road — 
that of raising taxes instead. 
Bui after bringing the reas- 
ons and need for his policies 


regular feature. 
directly to the people through 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, 


a nicer guy. 

This situation points up the 
need for a strong labor bill 
with teeth in it to meet the 
situation of dishonest prac- 
tices by unscrupulous labor 
bosses, as exposed by the Mc- 
Clellan Committee. It is our 
ardent hope that this will be 
| realized. 


don’t miss this 
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WHAT NEXT? .. . In this mad age it seems that any- 
thing can happen. The latest is Nevada’s claim to 
a 40,000 square mile area of California. California 
legislators met the demand with a volley of oratory, 
promising to defend the territory “by the sword” if 
necessary. 

And in Sacramento, Assemblyman George Craw- 
ford has already suggested aggressive action, with 
armies and everything. He said, “I’m willing to 
accept volunteers for an expeditionary force to the 
state line. So far we have 100 soldiers and the nec- 
essary camp followers to make this expedition a suc- 
cess.” And, yet, there are those who would say “it 
can’t happen here’”’. 

This situation is indicative of the state of the 
world we are living in today, and the serious con- 
sequences that can result from trifles like this be- 
tween friends and neighbors. In previous days I 
would have said this issue would be speedily resolved 
without bloodshed, but, today, I just don’t know. 
What a life! 


RENEGOTIATION TODAY ... It is very surprising that 
the government, under existing conditions, should 
take up the matter of renegotiation of defense con- 
tracts — for it is bound to have a very disturbing 
effect at a time when we need to press for the kind 
of cooperation that will put us ahead of Russia, let 
alone the creating of a missile that will outmode 
their missile industry and give us the lead. 

The suit against Boeing Airplane Co., to collect 
$20 million of what is claimed to be excess profits 
on 1952 business, plummeted the market for Boeing 
securities and stunned the business world. The claim 
had been fixed at $10 million, but after the company 
appealed to the Tax Court, the Department of Jus- 
tice stepped in, switched jurisdiction to the U.S. 
District Court. Then it doubled the money demand 
to $20 million! 

Intentionally or not, this “serves notice” on indus- 
tries which have complained that the Renegotiation 
Act is wrecking normal business processes. This 
despite the fact that Congress had been urged to 
let the law die by its own terms, June 30th. In this 
connection it may be noted that only a few months 
ago, William M. Allen, Boeing’s President, went be- 
fore the House Ways & Means Committee to argue 
that the law should be erased and to accuse the 
tenegotiation Board with making a “broadsword 
attack on the airframe industry.” Then the thread 
snapped, the blade fell. 

And a sword still hangs precariously over an es- 
timated $90 million of profits showing on the books 
of companies working on defense business. All con- 
tested cases have reached the Tax Court stage and 
are being eyed by the Justice Department. And, 
headed for possible similar involvement is $20 billion 
in new defense business contracted annually. 

Boeing profits subjected to renegotiation amount- 
ed to $56 million. The government presented “‘ex- 
pert witnesses’ — one from Babson Institute and 
the other from an industries and economic research 
agency in Arlington, Va. They testified $35 million 
would have represented a reasonable profit. That 
was the government’s case. 

Congress has not been unaware of the possible 
lethal effects of the Renegotiation Act. Last year, the 
legislators voted only a six-months extension of the 


562 


law, and ordered that study be made. A wartin: 
emergency measure, the Renegotiation Act subjects 
defense contractors to review of their profits as long 
as three years after the job has been finished. Be. 
tween June 30, 1953 and June 30, 1958, the Boar) 
determined refunds due to the government in the 
aggregate amount of $723 million. Highest singk 
government “recovery” to date was $10 million. 
The testimony in support of finding a bette 
way shows that contractors find it necessary t 
tie up part of their capital in contingency fund 
to protect themselves against demands from th 
government. This is money that could be in us 
financing research, modernization and expans ons 
necessary to provide more jobs. It also is ars ued 
that the uncertainties and complications of r ne. 
gotiation discourage many efficient firms f ‘om 
engaging in the defense business, hampering >ro- 
curement and driving costs of defense upwar |. 
The Pentagon has had almost two decades of ex- 
perience in effectuating ways of trimming excessive 
profits while backstopped by the Renegotiating ct. 
There would appear to be little or no justifica ion 
for continuing “a tax without rate, levied by arbi- 
trary administrative action,” as one committee vit- 


ness termed it. That appraisal is not seriously con§ 


troverted by the Board, which merely explains: 

“It is apparent that no formulae or preestablishe 
rates can be used to determine excessive profits i1 
any given case. The determination in every case 
reflects the judgment of the Board on the application 
of each of the statutory factors enumerated to the 
specific facts of the case under consideration.” 


AN UNFORTUNATE FIRST IMPRESSION .. . Most oi! us 
do not need a psychologist to tell us the value of a 
favorable impression at a first meeting or during 
the first week on a new job. In a world where judg: 
ments are often made quickly, it is only common- 
sense to put your best foot forward. It is regrettable 
therefore, that some of our Freshman members of 
the House in the new Congress have been introduced 
to the country through publicity which announced 
that one Representative had put his 19-year-old son 
on the government payroll at a salary of over 
$11,000 a year — while six other new House mem- 
bers have hired their wives as office assistants at 
from nearly $4,000 to over $12,000 annually, which 
is more than most have ever earned before. 

We are not so unsophisticated as to be unaware 
of the fact that nepotism has been a regular practice 
in politics, or that there are now some 125 brothers, 
sisters, mothers, or other immediate relatives cur- 
rently being paid by the government for assisting 
lawmakers in both Houses. Nevertheless, it is some- 
what disillusioning to find indications that politics 
seem to be running according to pattern, especially 
in this crucial period when we are hoping that some- 
thing new has been added in the form of sorely 
needed freshness of vision and leadership by the 
new entrants into our nation’s legislative halls. 

There has rarely been a time when neophyte law- 
makers had greater opportunity to impress the Na- 
tion with the originality and soundness of their 
thinking and the high integrity of their purpose — 
we sincerely trust that they will rise to the emerg- 
ency. END 
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By Charles Benedict 


WHO’S SURROUNDING WHO? 


"REMIER Khrushchev’s tooth-and-nail battle 
ainst NATO, via West Berlin merely a dodge 
‘tract us from the subversive campaign he is 
1g against the United States in strategic areas 
r hemisphere and the Pacific? 

one has to do to get the answer is to look 
id us, for then we can clearly see it is the 
d States that is being encircled,—not the So- 
Inion. And pretty 
at hand too, for it 
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the Pacific either — where the possibility of two 
communist senators is holding up the approval of 
statehood for Hawaii and giving our Defense 
Department a severe headache. 

The worsening of our relations in the Philippines 
too, a strategic cornerstone of our defense, is taking 
on serious proportions. And, certainly we cannot 
be happy with Japanese willingness to send 600,000 

Koreans to communist 
ruled North Korea. 





‘coming increasingly 
evident that the commu- 
nists are edging for con- 
trol of Cuba, in line with 
a plan of Soviet subver- 
sion that has shown its 
head again and again 
these past several years. 

And what is more, will 
Fidel Castro be their boy 
— or will it be a man of 
their own choosing still 
up in the hills — since 
Fidel Castro has made 
no bones about his am- 
bition to head a Union 
of Latin American 
States, where the demon- 
strations against Mr. 
Nixon on his recent tour, 
clearly show how the 
wind blows, and point up 
the strength of commu- 


is be 





‘You’re a threat to my security!’ 


For, although the 
Democratic pro-western 
party is still in power, 
the extent of communist 
infiltration in Japan is 
clearly shown by their 
de facto control of the 
press and labor unions, 
who are today captives 
of a pro-communist lea- 
dership. Pro-Moscow and 
pro-Peiping news is be- 
ing played up, and pro- 
American played down, 
despite the fact that the 
leading papers are Ca- 
pitalist-owned. Even the 
socialists, which repre- 
sent the second largest 
political party, are domi- 
nated today by leftist 
elements, completely 
oriented to Moscow under 








nist power in this hemi- 
sphere. 

Add to this the demands that the United States 

make heavy annual payments for the use of the 
Panama Canal (which we built) — and the explo- 
sive situation in Venezuela that is gaining momen- 
tum — and you have two excellent examples of 
rumbling beneath the surface that can reach a boil- 
ing point if touched off by communist inspired 
leadership. 
_ In fact, the situation in parts of South America 
is deteriorating — with Argentina, Chile, Brazil and 
Colombia showing signs of smouldering unrest that 
can be fanned into a serious conflagration. 

And the Soviet Union’s agents haven’t neglected 
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the influence of “profes- 
sional” communist or- 
ganizers and agitators. 

Altogether, reports which Mr. Khrushchev is re- 
ceiving from his agents in the field must be ex- 
tremely pleasing to him, for never has he been 
more threatening or militant. 

And yet, while the Soviet is preparing for open 
warfare in the field, in the event it becomes un- 
avoidable, — she is stepping up her subversive ac- 
tivities and intensifying economic warfare. Mr. 
Khrushchev is preparing for the explosion that 
could come from the provocative attacks on the - 
United States.,But Russia’s 7-Year Plan exposes 
their unpreparedness (Please turn to page 612) 
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Business And Stock Market Today 


The market continues to put heavy emphasis on the long-term inflation threat, although 
boom tendencies are absent in business and in commodity prices. A resurgence of the specu- 
lative fever is indicated. It can leave plenty of people burned in due course. A prudent, 


selective policy remains in order. 


By A. T. 


a a mixed market, the averages rose sub- 
stantially over the past fortnight, with industrials 
setting the pace. At least as regards the Dow indus- 
trial average, it footed up to more than a full recov- 
ery of the ground given up in the sizable dip during 
13 trading sessions to the February 9 reaction low. 
It is materially less than a complete recovery for 
rails at this writing. 

Buying broadened on expanding trading volume 
during the latter portion of last week. The daily 
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totals of new highs recorded by individual stocks 
made the best showing in some weeks, but remained 
well under the best earlier levels seen last year. As 
for some time, a majority of the pace-setters are 
secondary and speculative stocks, although there is 
renewed emphasis on quite a few Big-Name stocks 
The “trend significance” of the performanc: is 
still subject to some question. Closing at 602.21 las 
week, Dow industrials definitely went into new hig! 
ground. Broader and more representative indexe 
of industrial stocks have yet to do so 

the rail average has yet to plow throug! 





THE MARKET IS A TUG-OF-WAR 
PRODUCES THE FLUCTUATIONS 


MEASURING MARKET SUPPORT 


CONSTANTLY SHIFTING SUPPLY & DEMAND 
THE MAGAZINE OF WALL STREET 1909 


the supply level represented by its an 
uary 15 high of 167.38; and the compo 
site Dow average of 65 stocks is still a 
shade under its January 21 high o 
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208.60 at this time. 





As Indwoted by Transechon: 














What's Ahead Now? 








In short, any broad-based chart of the 








stock market up to this writing has : 
semi-flat, trading-range look for recen' 











weeks, contrasting with the sharp slop: 
of the rise during so much of 1958. Pos 











sibly this will be changed in short orde! 























Possibly not. If a more general upside 
break-out is not made shortly, some 
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correction could follow. 
On the other hand, in view of so muci 








over-valuation in so many stocks, it does 





not necessarily follow that a strong: 








looking nearby performance would 
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promise any great additional advance 
with clear sailing for some time ahead 








telatively small extensions of advance 
bull markets are not without precedent 
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and ean create fresh technical vuiner’ 
ability. It is beyond argument thal 
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price-earnings ratios are uncommon 
high, dividend yields uncommonly low 






































In the past that always has meant de 
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creasing potentials for market advance 
and jncreasing risk. 

Is past market history meaningless i! 
this “new era” of confidence in the fu: 
ture, of preoccupation with the inflatio 
phobia— Perhaps to some extent; but i! 
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buy stocks to sell. They 
shift from hope to fear 
and back again. It does 
not take much selling, 
whenever demand is reduced, to do considerable 
market damage. 

There is a good deal of churning around in this 
market, with many stocks moving counter to the 
average at any given time in a rotation of strength 
— and weakness — and there unquestionably will 
be more of it. Contributing to market betterment at 
this writing is improvement in some stock groups 
which previously experienced deeper-than-average 
corrections. They include coal, drugs, electronics- 
television and steels. On the other hand, the oil list 
is a drag on the market, and may continue so for 
some time. 

Oils make up 10% of the Dow industrial average 
and closer to 15% of total value of shares listed on 
the Big Board. Among other issues in the average 
are some which are normally on the sedate side, and 
for which one cannot cite basis for wide medium- 
term rise from present levels. Examples are Amer- 
ican Can, American Telephone, American Tobacco, 
Corn Products, General Foods, Procter & Gamble, 
Sears Roebuck and Woolworth. There are others 
whose earnings prospects do not call for enthusiasm. 
These include International Harvester, International 
Paper, United Aircraft and Westinghouse. The 
average will do what the stocks in it do. Taking a 
close look at them, a big further rise looks doubtful. 

Yet this is by no means to say that it is impossible. 
All it takes is more easy optimism in discounting 
pos ible earnings any where from one to five years 
ahead, jin aiming for the fast buck, in counting as 
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certain, not only renewed inflation ahead but infla- 
tion gradual enough to be bullish in effect on busi- 
ness activity and profits. If and when inflation gets 
rolling, the Congressmen and union leaders now 
clamoring for increased Federal spending will be the 
first to yell for Federal price and profit controls. 

In any event, Congress is going to push spending 
above the limits proposed by the President, but not 
to the extent that the radicals demand. Another 
deficit is expected for the 1959-1960 fiscal year, al- 
though far under this year’s estimated $12 billion. 
In the present mood of the financial world, any defi- 
cit is considered inflationary even though its effect 
on commodity prices may be slight, due to supply- 
demand factors heretofore cited. 


The Business Outlook 


The index of production has risen slightly further, 
and total personal income is at a new peak. Con- 
sumer spending is well maintained, but not rising 
sharply. Partly due to inventory accumulation, es- 
pecially of steel, business will rise moderately fur- 
ther during the first half. The outlook for 1959 
automobile demand is still not clear. Housing and 
Federal spending figure to be less stimulative in the 
second half than in the first. Much depends on im- 
provement in plant-equipment outlays which is not 
assured. In your decisions in portfolio management, 
continue to stress values of, and prospects for, indi- 
vidual stocks. — Saturday, February 21. 
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> With a critique of Dr. Franz Pick’s . . . “Golo —§ its « 
How and Where to Buy and Hold It” i 
> The strength and weakness in buying Gold Dus: — 
Bars — Coins — Jewelry — Gold Certificates -- 
Gold Futures — Gold Mining Shares 
Position of the Treasury and the Federal Reserve 
— Proper Timing 
> The setting necessary for a Free Gold Market 


(/ q" in the U.S.A. 
c( O. of > Is the time ripe now — how close? 


By Michael Stephen 


OLD has taken the center of the stage again, 

after a generation spent in the shadows a 
an anachronism in a world of managed paper cur§ 
rencies. Hardly a day goes by without some pres: 
mention of the yellow metal. A favorite topic is 
the drain of gold abroad, totaling a record $23 
billion during 1958. Even the $20.4 billion still left 
in the U.S. gold stock, bigger than the combined 
gold stock of all other Free World nations, wil not 
last long at this rate. The other side of the goli 
drain is the rapid addition to gold reserves of na- 
tions abroad, intent on bolstering confidence in their 
currencies. Much discussed are proposals to create 
more gold for everyone to hold by simply writing 
up the value of existing gold stocks from the present 
$35 an ounce level; the most extravagant target is 
the $100 an ounce proposal of Professor Roy Harroé 
of Oxford. 

Meanwhile, fears of inflation and shrinking paper 
currency values have made more and more people 
seek ways of protecting their savings. Gold, the 
time honored refuge, has come in for its share of 
attention. Investment advisors have been recom: 
mending shares in gold mining companies as prim 
hedges against currency devaluation and a simu) 
taneous protection against economic depression. 
Last September a banking firm sponsored a new 
investment fund, the American-South African I» 
vestment Company Ltd. which has the bulk of its 
resources in South African gold mining stocks. Mor 
recently, on February 3, the Toronto Stock Ex: 
change initiated trading in small one kilogram gold 
bars. A partner in the firm which pioneered the 
move explained: “Gold is one of the few investments 
We can guarantee won’t go down.” 

But gold, for all the attention being given to it 
and for all its standing as the precious metal 
throughout history, is rarely fully understood, ever 
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by trained economists and investment experts. If 
costly errors are to be avoided, both in private in- 
yestment operations and public policy decision, a 
better public understanding will have to be de- 
veloped. 

Dr. Pick’s New Gold Study 


Dr. Franz Pick, gold and currency expert, makes 
a notable contribution to public understanding of 
gold in his latest publication, Gold: How and Where 
to Buy and Hold It. Dr. Pick, for many years a 
cynic about the ability of paper currencies to hold 
their values, begins and ends his study with a tabu- 
latio. listing no less than 63 countries which de- 
valu.d their paper money in whole or part and 
raise | the price of gold in their currencies during 
the past ten years. He asserts that: “In most of 
thes. cases of punishment of the owner of paper 
mony, bank deposits or bonds of any kind, gold 
has ‘rained in local currency value and thus protected 
its (wners — who often had to hold it against the 
legi: ation of their country.” 

V ith the comment that most gold speculation has 
bee) carried out “in a more or less amateurish 
way” Dr. Pick adds: ,‘The purpose of this study is 
to clarify the rather complicated components of 
hed; ing operations against an eventual devaluation 
of tre dollar. The reader, unfortunately, cannot be 
told on what date the American gold price will be 
increased. But chances are that such a decision will 
have to be taken and that as a result of this action, 
all other so-called free currencies of the world will 
be forced to immediately align to the new Dollar 
value. It cannot be forecast what kind of destructive 
reprecussions such a rise of the gold price will 
generate. But the longer the monetary caesarea is 
postponed, the costlier and more disturbing will be 
its consequences.” 


The Essential of Proper Timing 


It is appropriate to note here that excessive fears 
about the future of the dollar can be as costly as no 
precautions at all. No one can say that the dollar 
will not, some day, be devalued. But correct timing 
of hedging action is imperative if adequate pro- 
tection is to be had. Keeping all one’s money in 
non-interest bearing gold, and committing oneself 
to storage and insurance charges over long periods. 
can be rather expensive. It must be remembered 
that even such an expert as Dr. Pick has been 
— a rise in the dollar price of gold since 

52. 

Drawbacks to Gold Hedges 


Even the sophisticated investor will be impressed 
by the wealth of information Dr. Pick presents on 
all aspects of the various ways of holding gold — 
coins, dust. bars. ornaments and jewelry, gold cer- 
tificates, gold futures contracts and shares of stock 
in gold mining companies. But what is most impres- 
sive in Dr. Picks’ study, in view of his long record 
as an advocate of gold as a hedge against devalua- 
tion, is the evidence it supplies that gold is not an 
easy, fool-proof way out. 

_ The major problem for hedgers in gold, accord- 
ing to Dr. Pick, is U.S. law which since 1934 has 
made domestic ownership of gold bars illegal for 
private individuals or institutions. While gold coins 
or gold dust can be held without penalty, these are 
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subject to other disadvantages. For example, a 
buyer of gold dust — the fine gold content of which 
usually ranges from 750 to 900/1,000 — is not 
usually expert enough to know how much pure gold 
he is getting, though he pays about $35 an ounce, 
the U.S. official price for fine gold. Gold coins have 
their fine gold content certified by the mints which 
struck them, but U.S. coins — the $20 Double 
Eagle, $10 Eagle and $5 Half Eagle — cemmand 
prices 24 to 36% over the value of the gold they 
contain. Foreign gold coins are cheaper par- 
ticularly the Mexican Centenario worth $42.20 of- 
ficially and $47.50 in the wholesale free market — 
but the market is thin. Furthermore, both gold 
dust and coins run the risk of being called in by the 
Treasury at an arbitrarily fixed price if a monetary 
emergency should make a devaluation necessary. 

One way out is to hold gold abroad. This is still 
legal for U.S. citizens. Bar gold has the merit of 
carrying the stamp of a mint or reputable private 
refiner which attests to fineness and weight and 
can be relied upon. But standard weight gold bars 
used in international transactions weigh 121% kilo- 
grams (about 400 ounces) and at official gold prices 
would cost no less than $14,000. More within the 
reach of the average investor is the 1 kilogram bar 
now being traded in Canada. This costs about $1,- 
130. Despite these big dollar figures, bars are the 
cheapest way per ounce to buy and hold gold. 
Market prices run only 10 or 30 cents an ounce 
higher than the $35 an ounce charge made by the 
U.S. Treasury. 

Disadvantages of bar gold are mainly legal, though 
there may be some minor outlay required for 
storage, and for transportation, should it become 
necessary to change the repository. 

The main risk is that in emergency the coun- 
try of storage may call in gold and give the 
owner, in exchange, local currency at the official 
gold price. Beyond this, a monetary crisis here 
could give rise to new U.S. gold legislation re- 
quiring the surrender of gold held abroad by 
U.S. citizens. Where the U.S. owners did not 
comply the Treasury could call upon foreign 
bank and other depositaries to act as its agents 
in confiscating and sequestering U.S. owned gold. 
Jewelry and other gold ornaments are not subject 

to these risks but Dr. Pick rejects them as an in- 
effective way of hedging against a rise in the price 
of gold. The fact that most jewelry contains for 
more skilled workmanship than gold, makes it an 
extremely expensive way to buy the yellow metal. 

Gold certificates, issued by banks or trust com- 
panies in countries of full currency transferability, 
give the owner a claim to bars of fine gold deposited 
in the vaults of the issuing institutions. Available 
at a modest premium of 214 or 3% over the official 
value of gold bars, these certificates are an inex- 
pensive way of hedging in gold. But once again 
there are the legal risks — foreign governments 
contemplating devaluation might call in gold certi- 
ficates as well as bar gold at the official price. 

Furthermore, as Dr. Pick points out, Canadian 
gold certificates need not be redeemed by the Bank 
of Canada which is obligated only to buy gold from 
the mines and miners who produced it. 

Gold futures contracts for 90,-180 and 360 days 
are another way to dabble in gold. — But this is 
a highly restricted form of the gold trade practiced 
mainly among Western European gold dealers and 
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banks. Transactions are usually at the ruling price 
in the London gold market, plus a premium of 9 to 
12% a year and are predominantly the result of 
continuous negotiation. The disadvantages are the 
relatively short term of the contracts, the premium 
over the official price which is required, and the 
difficulty of timing transactions for “just the right 
moment,” shortly before an increase in the gold 
price. 

The most popular way to speculate on a rise in 
the price of gold, the purchase of shares in gold 
mining companies, is criticized by Dr. Pick. He 
grants that, in addition to the capital gains which 
would result from a rise in the price of gold, one 
has usually some dividend income from current 
operations. 

But he points out the little known fact that when 
England let the price of gold move up from around 
85 shillings per ounce in 1931 to a free rate of 168 
shillings in 1939, a special law required South Afri- 
can gold producers to return to the Treasury via 
a special tax all the profit from the new gold price 
over the old gold price. 

In effect, the price of gold went up for everyone 
but the people who were producing it in South 
Africa. No one can predict a similar action would 
take place again, but no decision on buying gold 
shares ought to be made in ignorance of this his- 
torical fact. 

Legalize Gold Holding Here? 


Paradoxically, what comes through most clearly 
in Dr. Pick’s study, is the fact that holders of gold 
in any of its forms are almost as dependent on fair 
and responsible treatment by Government as are 
the people who hold paper currency or bonds. Gov- 
ernments which turn to the printing press and debase 
the value of the currency, are not likely to hesitate 
at confiscating private gold holdings or clamping 
down with foreign exchange controls to capture 
funds held abroad. Thus, even the few individuals 
who find it possible to hedge in gold have to keep 
in mind the possibility of Government confiscation. 
This will be a threat so long as the law keeps gold 
an exotic rarity, available only to those with large 
funds or specialized expert knowledge. 

The way to protect private gold holdings is to 
spread them around, giving more people a stake in 
resisting confiscatory action by the Treasury. Thus, 
proponents of a free gold market in the U. S. would 
give every citizen, not just a wealthy or sophisti- 
cated few, the legal right to buy and hold gold in 
any form in the United States. A more fundamental 
proposal would re-establish gold convertibility of 
the dollar, giving any citizen the right to exchange 
dollars for gold at the Treasury at the official price 
of $35 an ounce. It is sometimes pointed out that 
this latter proposal would also disperse the Treas- 
ury’s gold holdings among the citizens, reducing the 
temptations of a “devaluation profit” to the Treas- 
ury out of a write-up in the dollar price of gold. 

At the same time, and most important in the view 
of proponents of these proposals, making the dollar 
redeemable in gold for U.S. citizens, would give the 
average taxpayer effective power over Government 
fiscal policy. The idea is that people who were 
alarmed by an unsound trend in the Government’s 
financial affairs could demand gold for their dollars 
and pinch the Treasury’s international currency 
reserves, forcing more prudent fiscal policies. 


568 








Treasury and Federal Reserve Views on Gold 





The Treasury and Federal Reserve’s establishe 
position on a free gold market in the U. S. or zol; 
redeemability of the dollar, is that neither of they 
is really important to a citizen in normal time 
when the value of a paper dollar is being protecte 
by restrictive credit policies and budget surpluses 
In abnormal periods of stress and fears of infla ‘io, 
or war, when the average citizen might wan t 
benefit from being able to legally hold gold, th 
official position is that the nation as a whole wi! 
be better off if the gold stock is mobilized and cop. 
centrated in the hands of the monetary authori ies 

Back in 1954, when the Senate Banking and (ur. 
rency Committee was considering bills to establish® 
a free gold market in the U. S. and make the dollar 
redeemable in gold by any citizen, W. Randc|ph 
Burgess, then Deputy to the Secretary of the Trias. 
ury, gave the Treasury view: “We are maintair ing 
an assured ability to support a constant relation. 
ship between gold and the dollar —a relations hij 
which is as important to foreign countries as i is 
to us. This continuing and unchanging link is, in 
fact, the most important part of our policy. Ji # 
more important than the redeemability of currer.cy 
into gold. It is a point of stability in a world, which 
sorely needs a stable basis upon which to build a 
secure and healthy international economy.” 

Mr. Burgess went on to say that: “It is the posi- 
tion of the Treasury that it would not be wise now 
to take the risk of a major step in relaxing re 
straints ... In making basic changes of policy, i: is 
desirable to act courageously and firmly. But it és 
just as important to avoid acting prematurely. Pre- 
mature moves invite the possibility of having to 
reverse the steps taken, perhaps under crisis condi- 
tions. And a retreat from an important advance can 
cause damage which far exceeds the benefits derived 
from the original advance.”’ 

Federal Reserve Board Chairman William Me- 
Chesney Martin, testifying at the same time, added: 
“I do not think this is the time for this measure. 
... Under these circumstances, it seems to me that 
it is not worthwhile to take the risks.” 








































Time for a Fresh Look? 







No one wants to risk a run on the nation’s gold 
stock, particularly since it is already under pressure 
from foreign demands for gold. It must be admitted 
that giving U. S. citizens the same right to demand 
gold for dollars at the Treasury as is enjoyed by 
foreign central banks and treasuries could accele- 
rate the drain of gold abroad. Foreigners might 
feel that they had better get gold while it was still 
available in the Treasury. 

But we should not indefinitely overlook the 
encouragement to confidence in the dollar that 
could be given by a dramatic move to gold con- 
vertibility, accompanied by retrenchment in fe- 
deral spending, budget surplus and price stabi- 
lity. This could be the kind of convincing evi- 
dence of determination to keep the dollar sound 
that would stop the gold drain in its tracks. 
More and more of the international conditions 

necessary for gold convertibility of the dollar are 
being realized. To see how much progress has been 
made we need only look back to 1954. Mr. Burgess 
set out some of the (Please turn to page 609) 
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Part Two 


WHAT 1958 
EARNINGS 
REPORTS 
REVEAL 


—and Keys to First Quarter Trends 


By Harold B. Samuels 


& A highly sophisticated analysis of values behind 
the stated figures — so important at this time 


> Shows how little-evaluated “cash flow” helps 
companies to pay dividends not earned . . . with 
the interesting Chrysler example 


® Where increased earnings-dividends are likely 


ETAILED analysis of 1958 annual reports reveals 

a good deal about the inherent strength of Amer- 
ica’s large industrial corporations. With very few 
exceptions the major companies survived the worst 
post-war recession with very little internal damage — 
and in view of the remarkable progress that was made 
in cutting operating costs and husbanding cash, man) 
actually emerged from the recession test stronger than 
they were before. 

In Part I of this report, which appeared in the pre- 
vious issue of The Magazine of Wall Street, we pointed 
out that a combination of rigid cost control, plus a 
natural quick resurgence of profit margins in the 
initial phases of business recovery caused earnings to 
expand at a decidedly more rapid rate than the busi- 
ness recovery itself. Nevertheless, it should be em- 
phasized that for the full year 1958, profits for most 
companies lagged well behind 1957 earnings and in 
many instances dropped more precipitously than at 
any time since the decade of the thirties. 

It appears remarkable, therefore, (and something 
of an enigma as well) that recent figures issued by 
the New York Stock Exchange reveal that dividends 
paid by listed companies fell by only one percent last 
year, and that 317 companies raised their dividends 
during a recession year, while only 269 pared their 
payments. Moreover, the bulk of the cuts came from 
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companies in the textile, mining, rail and rail equip- 
ment industries, all of which have long histories of 
highly cyclical operations and notably unstable divi- 
dend records. 

A good part of the answer to this strange pheno- 
menon undoubtly rests on the fact that most com- 
panies actually have much more cash available for 
use in their business (and for paying dividends) 
than is indicated by simple “net earnings” figures. 


The High Level of Corporate Cash Earnings 


“Cash flow” has become a familiar term in secu- 
rity analysis in recent years, but few appreciate 
the true magnitude of the growth in cash earnings 
since the war. In effect, cash earnings equal net 
earnings plus the amounts a company charges off 
for depreciation, depletion and amortization of 
assets. The concept is not new, but the exceptionally 
high level of corporate expansion in recent years 
plus the government’s policy of allowing many faci- 
lities to be written off in only five years, has made 
depreciation almost as important as profits to most 
corporations. 

To appreciate the growth of depreciation it is 
only necessary to cite a few comparative figures. In 
1946, total corporate profits after taxes came to 
$13.5 billion and depreciation to $4.2 billion. By 
1957 however, profits had expanded a little more 
than one-and-a-half times to $21.8 billion, but de- 
preciation had expanded almost five times to $19.7 
billion. Moreover, it is quite probable that in 1958 
all corporations had more money left over for use 
in the business from depreciation, than from 
earnings. 

The significance for dividend stability cannot be 
overstated, since dividend requirements enjoy far 
greater protection than appears on the surface. In 
1957, for example (the last year for which final 
figures are available) dividends on the Dow-Jones 
Industrials equalled $21.61 per share. Net earnings 
to cover these payments came to $36.08 per share, 
or just a little more than 114 times disbursements. 
However, if depreciation charges are included, total 
cash flow equalled $58.00 per share, or better than 
21% times dividends. 

In 1958, although earnings declined, depreciation 
charges probably continued their secular rise, giv- 
ing dividends substantially more coverage than 
appears from an uncritical glance at earnings 
statements. 

For individual companies, the figures are as strik- 
ing as for the economy as a whole. 

Chrysler, for example, depite a resurgent fourth 
quarter, suffered a loss of $33.8 million in 1958. 
But this was after deducting $81 million for depre- 
ciation during the year. Actually, therefore, Chrys- 
ler had $47 million left over from 1958 operations 
for use in the business and for the payment of $13 
million in dividends. Despite these cash earnings, 
however, the company also realized a tax credit of 
$39 million which can be used as an offset against 
future profits. 

Since the start of the new model year. Chrysler 
has been beset with labor troubles, both at its own 
plants and those of some of its principal suppliers, 
and as a result has gotten off to a slow start this 
year. Moreover, the company elected to stick with 
last year’s models in 1959 despite the growing trend 
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to smaller and more economical cars. Consequently 
another poor year appears in prospect. Neverthless, 
continued expansion (almost $1 billion in 1958) as. 
sures that depreciation will remain high, aiding 
cash flow to that extent and strengthening the com. 
pany for a comeback in 1960 or 1961. 


American Cyanamid, a major chemical and phar. 
maceuticals producer provides another case in po nt. 


The company has an admirable record of stendy | 


earnings growth in the post-war years, but it too 
was hit by the recession. Sales fell to $525 mill on 
from $532 million in 1957 and earnings receded to 
$2.07 per share from $2.42 last year. Moreover, re- 
ported earnings include a special dividend equa! to 
16¢ per share received from Southern Minerals 
Corp., a subsidiary. Actual earnings from ope-a- 
tions, therefore, were only $1.91 per share, ratier 


scant coverage for the $1.60 annual dividend disb ir- | 


sement. In fact, the dividend represented a pay: ut 
of almost 85% of reported earnings, far hig) er 
than could be justified for an extended period of 
time. However, inclusion of Cyanamid’s depreciation 
charges raises cash flow to $3.70 per share, and re- 
duces the payout ratio to less than 44% of cash 
earnings. Obviously the latter figure gives Cyara- 
mid’s dividend a much more stable appearance. 


In the year ahead a higher level of business «c- 
tivity should lead to better results for Cyanam d. 
In fact, the company’s operations hit a low point in 
the second quarter of 1958 and have been improv- 
ing steadily ever since. Fourth quarter sales and 
earnings scored good gains over the third quarter, 
and the company reports that January 1959 sales 
were running well ahead of the late 1958 rate. Sorae 
price weaknesses may work against the company 
in 1959, but a return to 1957 earnings appears a 
reasonable prospect. 


The high level of cash earnings has helped com- 
panies that slipped back in 1958, but the signifi- 
cance to companies that made strong showings is 
equally important. 


Georgia-Pacific Corp., for example, has stated that 
earnings for 1958 advanced 15% over 1957, indicat- 
ing that net per share rose to $2.50 from $2.29 a 
year ago. The $1.00 cash dividend is covered 214 
times by 1958 earnings, but eash earnings, includ- 
ing depletion of the company’s forest reserves, 
equalled approximately $28 million last year, or just 
about $7.00 per share. The dividend, therefore, is a 
small 14% of available cash earnings. Moreover, it 
should be considered that the figure might have been 
much higher, since the company reduced its timber 
loans by $15 million in 1958 although retirements 
of only half that amount were actually required. In 
effect, then, Georgia-Pacific is realizing enough cash 
from depreciation and depletion to pay off the loans 
on the properties that are being depleted. 


Despite a policy of paying 2% stock dividends 
every quarter in addition to the cash disbursement 
per share earnings will probably continue to ris¢ 
in 1959. Building activity has remained strong, and 
in fact demand for plywood products is substantially 
greater now than at the same time last year. Re- 
flecting this demand, the company and other ply- 
wood producers have raised prices several times in 
recent months. A year ago the price of key grade 
plywood was $66 per thousand feet. Today it is $80 
and appear to be headed higher. As a result the 
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———Net Sales——— Net Profit Margin —Net Per Share— —Net Per Share Per Quarter 1958— 
1957 1958 1957 1958 1957 1958 Ist 2nd 3rd 4th 
———(Millions)——— 
Allegheny Ludium Steel .................cccccceeeeeees $ 266.5 $ 201.7 4.3% 2.9% $3.02 $1.52 $ .19 $ .17 $ .30 $ .86 
Biorabnstts So. GF BGR. coccreecccssecovecesessecsesese 869.3 753.1 8.46 5.6 3.55 1.96 52 .36 62 46 
I actinic cen cinisncianewetenindiiianaeien 1,006.3 1,037.0 4.1 44 2.51 2.78 40 67 1.17 54 
American Cyanamid ......... 532.4 525.0 9.6 8.3 2.42 2.07 58 33 = 1.16! 
American Radiator & S. §. ...... 368.7 351.3 3.4 2.9 1.05 85 JW 19 21 34 
i ee neatenninciniainniehiniten 227.6 216.9 3.6 3.2 1.65 1.36 13 d@ 05 48 80 
OE SEE ae nee 71.7 65.6 5.9 4.3 5.63 3.80 70 95 1.20 95 
Bris ‘ol Myers ..... 106.8 (NA) 6.0 = 4.07 4.38 1.32 99 1.07 1.00 
SS) ee ae 228.0 2.7 8 1.91 31 5 4 05 d 37 59 
er . 3,564.9 2,165.3 3.3 415 13.75 43.88 41.74 41.16 42.29 1.30 
is I II sncsnccosssnsvsnenecionsnehonaisnces 365.6 (NA) 7.2 _ 2.90 2.01 35 43 38 85 
NE ES Cero 1,046.2 1,080.3 3.9 3.8 3.52 3.51 .60 84 1.47 .60 
EE ES ee eT 134.5 146.0 1.8 1.4 2.97 1.98 - 82! - 1,16! 
ata cialncaemenieienibiepiiitaiit 5,771.3 4,130.3 4.9 2.3 5.20 1.75 42 d 32 39 2.05 
Fre. port Sulphur .. aaa 63.2 (NA) 2.0 _ 5.19 5.22 1.18 1.19 1.24 1.61 
SD TENE GMEIIOD ccccccncccsceccsences ... 10,989.8 9,521.9 7.6 6.6 2.99 2.22 65 52 .22 .83 
Ge. eral Portland Cement ......................00000 37.7 46.9 18.5 19.2 3.30 4.25 79 1.16 1.22 1.08 
5 et See 223.2 218.1 2.4 2.4 2.07 1.89 .40 37 37 75 
Ge :eral Tire & Rubber ..................:ccccccceeeeeee 421.1 469.7 2.6 2.4 2.12 2.06 .30 22 39 1.15 
| IIS isisasinidistieuinininnianiancshinedionionninpeaniigi 147.6 (NA) 5.7 (NA) 2.50 2.402 55 59 78 48.2 
| Gi ‘ette Ce. ............... 194.9 (NA) 13.3 - 2.80 2.97 62 70 .80 84 
| Gr site City Stee! .................... 123.7 125.0 8.0 7.4 4.64 4.36 95 86 1.08 1.47 
tint rnational Harvester ....................ccc00s0e 1,186.6 1,098.3 3.8 3.9 2.88 2.69 39 79 62 88 
ERTS eT OO 223.2 218.1 2.46 2.4 2.07 1.89 40 .37 37 75 
Me EES COG .....ccccccscececceeeees 121.2 (NA) 77 - 4.26 2.08 53 29 44 82 
Ko ser Aluminum & Chemical 391.6 408.5 6.8 6.1 1.59 1.43 37 29 40 37 
SII us iaisclisinepsivaddnusieneiienaniaenenneetsenen 377.1 384.3 3.5 3.3 2.42 2.50 - 69! ~ 1.81 
| Liggett & Myers Tobacco ... 570.3 556.0 49 54 6.85 7.60 1.44 1.91 2.14 2.11 
Marquette Cement .......00...0.00.cccecscccsssessscseeeee 46.6 51.8 15.6 16.8 2.71 3.26 19 1.11 1.32 64 
Minneapolis Honeywell Reg. ................. 324.8 328.3 65 6.8 3.07 3.23 62 67 84 1.11 
fC pe eEeCeeee 394.3 401.6 ws - .62 2.80 - .03 _ 2.83 
I sansa abhnlenigeniaaaeticinaaia 640.9 539.9 7.1 6.6 6.13 4.80 51 .88 1.47 1.94 
IIIT iscsi eahiehseninigidiedattcenbaahianiidiieibeabanelsiaed 288.7 (NA) 14.3 - 3.16 2.45 .64 51 .60 1.15 
Owens Illinois Glass ........................ 510.4 508.4 7.0 74 4.55 4.82 .80 1.27 1.42 1.33 
Pfizer (Chas.) & Co. ............... 207.1 222.7 10.9 10.7 4.23 4.43 1.21 .93 1.04 1.25 
MEIN, TED, coseavecnnsnsnanesnsonrensscnsceseseasces 45.9 51.3 9.0 8.6 3.01 3.20 70 73 86 91 
I inca ninins ecldiaindliliaiaaieimimeniaaentaes 85.2 82.9 6.1 5.5 3.26 2.86 5 .68 85 1.18 
St. Joseph Leod ........... 75.6 7.5 5.2 2.95 1.47 90 d 08 1S 51 
| Seekd Paper ..........cccccescvosesccesercesecsecccssecossesoees 285.0 7.8 77 2.68 2.75 -66 69 .63 77 
Ee (NA) 7.46 - 4.46 3.85 88 63 1.08 1.27 
} Standard Brands ....................c.ceseeneeeeeesesenees 519.7 2.4 2.8 4.01 4.26 1.11 1.05 1.01 1.09 
Standard Oil of California . (NA) 44 - 4.56 4.08 91 94 1.12 11 
IIL 0. cs cnssierentnnshnncotinnnondesense 7,978.0 7,705.0 10.0 7.3 4.08 2.73 82 61 83 50 
ee 156.9 159.5 8.3 9.1 3.71 4.02 78 1.18 1.23 84 
STII 4sd hats ccehnicncneneuneieiennibennenrententinenntts 778.7 724.0 6.1 44 4.17 2.73 31 70 .97 75 
Setertand Paper .........0...cccrecocccccccscsecsevecees 61.0 61.9 5.1 3.6 2.93 2.05 54 54 50 53 
 - eae 3,472.4 95 8.7 7.33 5.13 1.04 1.25 1.28 1.57 
| Wheeling Steel ° 221.0 48 4.0 5.32 3.69 03 1.05 72 1.89 
TI cnalicnmnacenianenennsennneliine 640.9 683.6 8 11 2.19 3.10 _ 1.50! = 1.60! 
| 4—Deficit. 1—6 months. 
| (NA)—Not available. *—Estimated. 


company reports that operations in the first quarter 
of 1959 are running “Substantially ahead of a year 
ago” when the company earned 55¢ per share. 

A continuation of stock dividends appears as- 
sured, but some increase in the cash dividend may 
also be in the cards for 1959. 

Although detailed figures are not available at this 
writing, it is safe to assume that to a greater or 
lesser degree cash earnings figure just as promi- 
nently in the affairs of most companies listed in the 
accompanying table, as for those we have discussed. 
It should be emphasized, however, that without an 
eventual new upsurge in capital spending, deprecia- 
tion charges will ultimately drop below today’s high 
levels. For now, however, they are a significant fac- 
tor in the corporate earnings and dividend outlook. 
It should also be borne in mind that regardless of 
the level of cash earnings, dividend increases are 
doubtful for companies that cannot report higher 
per share income. 


1959 


Comparative Sales, Earnings & Net Profit of Leading Companies 





Other Company Reports 


So strong was the resurgence in profits in the 
latter part of 1958, that many companies actually 
succeeded in raising their earnings over the 1957 
level. Minneapolis-Honeywell’s management lived up 
to its reputation with earnings of $3.23 per share 
compared with $3.07 in 1957. Sales advanced mo- 
destly, but profit margins widened to 6.8% of sales 
from 6.5% last year, to account for most of the in- 
crease. The company has shown a remarkable abili- 
ty to maintain its profit margins intact regardless 
of sales slowdown, and this factor helped more than 
any other to offset the sharp drop in business at the 
beginning of 1958. 

Scott Paper, the country’s outstanding manufac- 
turer of paper products for the consumer, also con- 
tinued its excellent earnings trend last year. Sales 
advanced to $285 million from $275 million in 1957, 
and with steady profit margins, net per share rose 
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to $2.75 from $2.68. Some easiness in prices pre- 
vented greater earnings betterment, and may stand 
in the way of expanded growth in 1959. Neverthe- 
less, with volume continuing to improve, Scott 
should again raise its earnings this year. 

Prime cement producers, benefiting from the 
growing roadbuilding boom, were also able to im- 
prove earnings in 1958. Marquette Cement recovered 
from a 19¢ per share first quarter to finish the year 
with net income of $3.26 per share againt $2.71 last 
year. Similarly, General Portland Cement closed the 
year on a strong note to earn $4.25 per share against 
$3.30 last year. In general, the cement producers 
should continue to improve in 1959, ehpecially when 
roadbuilding picks up again in the spring. 


Container Companies Do Well 

After several years of declining earnings, Amer- 
ican Can turned around in a recession year. Sales 
rose 3% to a record high, and net per share re- 
covered to $2.78 per share from $2.51 in 1957. 
Operating efficiencies instituted in the first months 
of the recession were vital in the company’s im- 
proved earnings, but in the year ahead, a new pric- 
ing policy will be of prime importance. Until Jan- 
uary 1, 1959 there were only two price areas — 
east and west of the Rockies. Now, however, prices 
will be based on manufacturing and shipping costs 
for individual customers. Unless competitors adjust 
prices quickly, American Can should enjoy an initial 
upsurge in orders. 

Continental Can, American’s principal competitor 
also enjoyed a good year in 1958. Reported per share 
earnings were down 1¢ from last year’s $3.52, but 
actually 18¢ was lost this year due to a change in 
accounting procedures. Operating results, therefore 
were ahead of 1957. 

The growing demand for all types of containers 
should lead to further improvement for both Amer- 
ican and Continental this year, but since Continen- 
tal has not yet decided on a new price policy, Amer- 
ican may get off to a faster start. 


Troubles For Oils? 


Standard Oil of New Jersey in recent weeks has been 
under consistent selling pressure on the New York 
Stock Exchange for a combination of several reasons. 
One important one is contained in the annual report. 
That was the retroactive tax on Venezuelan opera- 
tions that cost the company $90 million, or almost 
{5¢ per share. Earnings, which were reported at 
$2.73 per share compared with $4.08 last year, 
would have declined anyway, but the new factor is 
of vital importance for several reasons: (1) because 
other countries are following Venezuela’s lead and 
may tax a greater percentage of foreign company 
earnings. (2) because of the substantially higher 
exploration and development costs that will result, 
and (3) because recent price weaknesses throughout 
the world, and esvecially the price cut for middle 
eastern crude, makes it even more difficult for the 
company to recoup the funds paid out in taxes. 
Analysis of the basic position of the oil industry 
is the subiect of a separate study, but it is interest- 
ing that Jersey Standard’s annual report reflects 
the problems of the entire international industry. 

The decline in the demand for oil last year hit 
the domestic companies as well, however. Ohio Oil, 
despite a good fourth quarter still reported full 
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year earnings at $2.45 per share, down from $3.]§ 
in the previous year. 

Monsanto Chemical, also with a bad year alj 
around, was able to attribute much of its difficu!ties 
to the poor showing of its Lion Oil Division. Not 
only did Lion’s sales decline, but the company alse 
had a disappointing discovery year despite the ex. 
penditure of over $11 million on exploration. 

In the year ahead Lion may continue to crag 
down Monsanto’s earnings. The company’s o he 
divisions, however, show definite signs of impr ve. 
ment. Last year’s fourth quarter was the bes! o 
record reflecting advances in plastics and a  ivi- 
dend from Chemstrand which equalled 10¢ per J on. 
santo share. The 61¢ per share compared with «nly 
29¢ in the final quarter of 1957. For the year the 
company earned $1.55 per share down from §$ .68 
in 1957, but idle plants and increased wages ire 
vented Monsanto from benefiting from cost cut’ ing 
maneuvers. In the year ahead, some improvemer t ig 
expected if Lion can contribute its fair share. 


Other Important Companies 


In the mining industries, troubles still prevail. ‘“he 
price increases in copper have not spread to ot er 
metals, clouding the prospects for 1959. Alumirum 
Co. of America, the world’s largest producer of «lu- 
minum suffered a sharp drop in sales last year to 
$753 million from $869 million in 1957. Profit mar- 
gins contracted with the reduced volume and net 


per share fell to $1.96 from $3.55. Some improve-§ 


ment is expected in 1959, but capacity in the indus. 
try is still so large that price increases appear fai 
off in the future. 

St. Joseph Lead also suffered from a combinatior 
of reduced physical volume and lower prices. Sales 
slid te $75.6 million from $107 million in 1957, profit 
margins narrowed to 5.2% from 7.5%, and earnings 
were halved to $1.47 from $2.95 per share. At the 
moment, moreover, the future seems dark. Demand 
for lead has remained poor, and in mid-January 
prices were dropped to 12¢ a pound from 13¢. Still 
demand failed to improve and prices were aguil! 
cut, in early February, to 1114¢. Furthermore, the 
price decline has occurred in the face of newly im- 
posed import quotas designed to buoy the price level. 
A further drop in earnings appears likely for St. 
Joseph. 

Price problems are bothering other industries as 
well. Chas. Pfizer & Co. in issuing its excellent report, 
called attention to the lowest prices in history for 
penicillin, streptomycin, stercids and most of the 
bulk vitamins. Undoubtedly some companies will be 
hurt, but Pfizer expects that new products will ef- 
fectively offset these adversities in 1959. 

Rising income levels from abroad. which repre- 
sent from a third to a quarter of total sales, are an 
important factor. For example, Pfizer had foreign 
sales of about $75 million last year as compared 
with U.S. sales of almost $130 million. With manu- 
facturing subsidiaries and trading affiliates now 
established in 26 countries, Pfizer’s total net sales 
and profits have doubled in the past 5 years. 

In 1958, the company scored another in its long 
series of earnings advances. Sales climbed 7% and 
earnings of $4.43 per share were 4.5% ahead of 
1957. Unless there is a radical change in policies or 
fortunes. another dividend increase should be fort):- 
coming during the year. (Please turn to page 609) 
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RUSSIA'S NEW OIL OFFENSIVE 


—Can it succeed? 


By John H. Lind 


T THIS moment a small oil tanker is ploughing 

across the choppy Atlantic towards New York 
where it will discharge its cargo of 112,000 barrels 
of heavy fuel oil, valued at about $260,000. There is 
nothing unusual about such shipments. They ar- 
rive here every day, usually in far larger quantities. 
Yet, this particular cargo has created headlines in 


| several newspapers, has caused three U.S. senators 
lett to denounce it and brought forth heated protests 
lll ef- 


from two powerful trade associations. 

The reason for all the noise is that the shipment’s 
origin is the Rumanian port of Constanza, which 
makes it the first cargo of Soviet oil to come to this 
country in a quarter of a century. 

Economically, there is, of course, no need for 
the importation of Soviet fuel oil. A comparable 
product (i.e. with a sulphur content of about 0.5 
percent) is available from domestic sources. How- 
ever, the price of the Soviet oil was obviously well 
below that of similar products coming from domes- 
tic or friendly foreign sources. This is evidenced 
by the fact that since Rumania does not enjoy most- 
favored-nation tariff treatment in the United States, 
its fuel oi! imports must bear a duty of 15.7¢, com- 
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pared to 5.2¢ for the same product from a non- 
communist foreign supplier. Yet, despite this ex- 
ceptional tariff barrier, plus the additional cost of 
the longer tanker route, the Rumanian oil can stil] 
be landed here below prevailing U.S. Gulf or Carib- 
bean prices. This gives an idea of the competitive- 
ness of Soviet oil exports. 

There is almost no chance that Soviet oi! ship- 
ments to the United States will become of real im- 
portance in the foreseeable future. One major rea- 
son is that the bulk of U.S. oil imports are brought 
here by concerns with their own crude oil and re- 
finery production, either here or abroad, who have 
no incentive to buy from a new supply source. Thus, 
the only potential customers in the U.S. for Soviet 
oil products are independent oil brokers and distri- 
butors, such as the one which is bringing in this 
particular shipment. 

These companies are quite likely to import more 
of the stuff from the Black Sea, as long as prices 
and freight rates remain favorable. While their 
total Soviet oil purchases can never be large, they 
could well exert a downward effect on U.S. prices 
which are already being adversely affected by the 
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current oversupply of most oil products, both at 
home and abroad. This is why legislators from oil 
and coal producing states as well as coal producers’ 
and oil producers’ associations have vigorously pro- 
tested against these shipments. 


The Real Impact 


However, the real significance of the Soviet oil im- 
ports to the United States lies not in their effect 
on the domestic oil market. Rather, they are further 
evidence of the Soviet Bloc’s determination to sell 
their oil in competition with the West whenever and 
wherever the chance arises. As such, oil has be- 
come a major weapon of the Soviet Bloc in its attempt 
to penetrate Western markets. While it would be an 
exaggeration to say that actual and potential Soviet 
oil sales were a major reason for the recent decline 
in crude oil prices in both the Middle East and 
Venezuela—which has provoked the latest tumbles 

in the international oil shares—there is no doubt 
that they played some part in the decision to reduce 
prices. 

Again, the important factor is not the actual 
quantity of Soviet oil exports but the rate at which 
it has grown and its potential volume six or eight 
years from now. In the last six years the growth of 


History of Soviet 


The other and far more important source of worr 
for the Western companies is the future of Sovie 
oil exports. Many people in the oil industry stil! re 
member Soviet oil and grain dumping on the worl 
markets in the 1930s. From a purchaser of 01! in 
the late 1920s, Russia suddenly decided to ente 
the export market on a big scale, shipping ou: as 
much as 25-30 percent of her total output for a num.§ 
ber of years. The results were violent price wars 
in many European countries. In the late 1930s t iese} 
exports subsided, and from then on little Sovie oi 
was seen in the non-Communist world until a ‘ter 
Stalin’s death in 1953 when a general reorienta“ion® 
of Soviet trade policy took place. a 


New Dumping Campaign? 


The questions currently debated in the oil inc us- 
try are, therefore, (1) can the Soviet Union (j)lus 
Rumania, the only other major oil producer in the 
Soviet Bloc) become again a large-scale oil expor er, 
(2) will it want to become one and (3) if it does, 
will it do so by dumping practices? 

The answer to the first question involves both] 
supply and demand considerations. 









































Russian Output In 1959— And 1965 Plan Oil Production Picture ; 
M. Tons: Coal Oil Pig Iron Crude Rolled On the supply side, the Sovie | 
Steel metal ——= Union is now the world’s 3rd 
496 113 40 55 largest oil producer. Its current 
43 production of 2.4 million barrels § 
1958 mn daily is still only about one third J 
a SS of that of the United States but 
80 percent of that of Venezuela, 
89-91 the world’s No. 2 oil producing 
596-609 65-70 65-70 country. To this figure must be § 
1965 = added another 240,000 barrels § 
Plan tee, =a daily from Rumania plus some f 
——— 50,000-60,000 barrels daily from i 
all other Soviet sattelites to § 











world has been as follows: | 


At present the rate is probably around 300,000 
barrels daily. This is equivalent to less than 2 per- 
cent of the free world’s total oil comsumption, or 
about 4 percent of the total amount of oil moving 
currently in international trade. If oil were in short 
supply this would be a welcome minor addition to 
the free world’s own output. But, unfortunately, 
there is a growing surplus of the liquid black gold. 
Thus, every additional 100,000 daily barrels of So- 
viet oil sales to the West represent an annual loss 
of some $70-90 million to the already hard-pressed 
Western oil producers. That is one reason why 
Soviet oil exports are significant despite their rela- 
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Only total U.S. production continues to dwarf it. 


has quintupled and since 1952 it has nearly trebled, 
as the following figures show: 


ene 35,000 barrels daily 
a 95,000 ” ” ; 
ES: 107,000 ” ” 
RNR ERs 116,000 ” " 
eA 172,000 ” " 
ERIS 243,000 " " 


tively small volume. period has been considerably faster than the overall! 


gether, including Communist 


Soviet Bloc oil shipments to the non-Communist China. Soviet oil production thus is big, measured | 


xy Venezuelan, Middle East or Texas standards. 9 


Even more significant than its present output is 
ts rate of growth. Since 1946, Soviet oil production 


USSR Crude Oil Production 
1946-1958 Actual; 
1956, 1972 Plan Targets. 


| 
£ 
t 


eee 575,000 barrels daily ; 
ee 580,000 - ” 
eee 780,000 ‘f 1 
eae 950,000 it 44 
BE diinteitihh ie 1,180,000 = ‘ 
7 1,700,000 ‘i = 





— 2,270,000 ni 
1965 target .... 4,700,000 * 
1972 target .... 7,500,000 i ‘a 


The growth in oil production in the postwar 
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t does, 


's both 
growth of the Soviet economy. Since output of coal, 
natural gas and water power have also grown very 
rapidly during this time, the USSR has certainly no 
energy shortage. In fact, with its present population 
of ,ust over 200 million people, its annual total per 


| TREE CO. 6 ato RRS 
°o 


3g be cap'ta energy consumption of just over 3 tons of 
urrent co equivalent is slightly higher than that of France 
varrels@ and just below that of Germany, though it is less 

» third than 40 percent of the 8-ton figure for the United 
es but states. 

ozuela, 

Jue ng What's Ahead 

ust be § . ‘ , 

arrels & Over the next seven years, Russia’s production of 
some i oil is to rise at an annual rate of 11 percent and that 
from@ Of natural gas at 26 percent. Both of these rates 

1s to-@ are higher than the planned annual overall rise in 

mist the production of consumer or capital goods. It 

sured @ Would therefore seem that the USSR could well af- 


Jards. ford to increase its exports of oil. However, two 
it. other factors must be taken into account which 
put is speak partially against this possibility. 
iction One is the officially announced plan to change the 
ebled, Soviet energy pattern from a coal to an oil and gas 
basis. According to Premier Khrushchev, the share 
of oil and gas in the rising total energy consumption 
will go up from 31 to 51 percent during the Seven- 
vear Plan while that of coal will drop from 59 to 
15 percent. The other factor is the rapidly increasing 
oi! need of the rest of the Soviet world. Under the 
Mutual Economic Assistance Pact, which is an over- 
all blueprint for intra-Soviet trade, the Bloc’s oil 
requirements are to be met mainly by Rumania and 
secondly by the USSR. So far, the USSR’s share has 
been relative small. In 1957, it exported 154,000 bar- 
reis of oil daily to other Soviet countries and im- 
ported 86.000 barrels daily from them, according 
to official Soviet figures. 

Thus, it is clear that, so far, it has been mainly 
u) to Rumania to fill the Red world’s oil require- 
ments. But Rumania’s surplus is shrinkjng, since its 
ovn oil needs are growing more rapidly than its 
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The diagram shows per capita production of principal capital goods and fuels. The 1965 figures represent the lower limits of the ranges the 
Russians plan to achieve. The upper limits contained in the Russian plan are 5-10% higher than this. 


very slowly rising output. Russian oil must there- 
fore fill an ever-increasing gap between supply and 
demand in the Soviet Bloc. 


Major Pipeline Project 


Evidence of this development is clearly seen in the 
project to build a major pipeline network from the 
Ural-Volga area, Russia’s Texas, to Poland, East 
Germany and Czechoslovakia. This project reflects 
mainly the growing reliance of these countries on 
Russian oil supplies. Thus, East Germany’s Deputy 
Prime Minister has recently declared that oil from 
Russia is to increase from 20,000 barrels daily 
in 1957 to 30,000 barrels in 1960 and 96,000 barrels 
by 1965. Red China, too, is slated to receive more 
Soviet oil. The first major refinery in Soviet East 
Siberia, which will soon start production at Kir- 
kutsk is expressly designed to serve not only Siberia 
but also parts of China and Outer Mongolia. 


What of Russia’s Growing Needs? 


The sum total of all these factors is that while 
Soviet oil production will undoubtedly increase con- 
siderably during the next decade, so will Soviet de- 
mand for oil, both inside Russia and in the rest of 
the Red Bloc. A moderate increase in Soviet oi! 
shipments to the West can, and will, undoubtedly 
take place during this period. However, a very large 
increase, such as the 2 million barrels-daily figure 
mentioned in some U.S. oil circles, would probably 
involve a considerable amount of se!f-deprivation. 

The question, then, is how much oil does the Soviet 
Union want to sell to the West? For the answer we 
have to take a glance at Russia’s attitude toward 
East-West trade in general. Since the foundation of 
the Soviet state it has undergone a good many 
changes. During the N.E.P. period of the early 
twenties, Lenin encouraged East-West trade. Sub- 
sequently it declined, but again became significant 
during the Thirties when (Please turn to page 603) 





575 













Inside 
Washington 








DISCORDANT NOTE has been sounded by AFL-C1O’s 
Economic Policy Committee which obviously feels 
things are picking up too fast, businesswise. Billions 
of dollars worth of new plant and equipment is com- 
ing into efficient operation with cost-cutting efforts 
paying off for management, creating productivity 
that helps maintain unemployment at a high figure, 
runs Labor’s explanatory. This, says the Committee, 
is moving costs down, profits up: as output per man 
hour zooms there is less labor involved in producing 
and distributing and yet, say the union economists, 





WASHINGTON SEES: 


A “soft” labor union control bill is in the mak- 
ing, based on vote samplings which indicate con- 
clusively that Congress is in no mood for a tough 
statute. Senator John F. Kennedy’s draft is little 
more than a rewrite of union rules of parliamen- 
tary procedure and a revision of accounting meth- 
od but it is on its way to passage. The White 
House measure looks to protection of rights of 
union members and the general public, with 
particular attention to the plight of business en- 
tities which are being subjected to economic lash- 
ing even though they and their employees are not 
parties to labor strife. The point of difference be- 
tween the two bills is found in the fact that the 
Administration proposes to keep picketing and 
boycotting within legal bounds and Senator Ken- 
nedy says: “Later, not now.” 

Labor Secretary James P. Mitchell contributed 
as much, if not more, to defeat of labor legislation 
last year as did the combined efforts of unions 
and the “labor bloc’ in Congress. The Kennedy- 
Ives Bill didn’t go far enough, he said. Mitchell 
has advocated the Administration measure before 
Congressional committees this year. But his atti- 
tude has been one of performance of routine duty; 
he has said publicly the two measures are “not 
far apart.” Senator Barry Goldwater, sponsor of 
the White House measure is disturbed by the Ad- 
ministration’s evident lack of determination. He’s 
discouraged, with reason. 











By “VERITAS” 


prices have not been reduced to pass benefits on to 
consumers. 


SWITCH in the Chairmanship of the Senate Foreign 
Relations Committee was made possible by the 
patriotism of Senator Theodore Francis Green and 
attempts to make it “another Joe Martin case”’ have 
fallen flat. The 91-year-old Senator approached his 
decision as objectively as he might have determined 
the future of a colleague: he could not hear witness- 
es well and he could read documents they submitted 
only with great labor. He was remaining as senior 
member, dropping none of his influence or preroga- 
tives. The chairmanship should be in the keeping of 
a younger man while the cold war raged, he reason- 
ed. His associates voted unanimously, both parties, 
that he remain. The decision was his and a wholly 
voluntary one. 


RENEWED EFFORT is being made to curb the powers of 
the Supreme Court of the United States. Bills have 
been introduced in both Houses of Congress. Most 
of the measures are aimed at offsetting decisions 
which went disturbingly in favor of persons who 
declined to answer congressional committee in- 
quiries on subversion or cut the prosecutive author- 
ity to move against fellow travelers. Some sponsors 
agree the Court couldn’t rule otherwise in the exist- 
ing state of the law; they seek clarification in a 
friendly atmosphere. Others appear to resent the 
Court “getting in the way.” 


TOUGHEST JOB in Washington, D.C. these days must 
be that of Russian spy. Khrushchev’s private seeing- 
eves don’t know what to report to him: We are 
ahead of the Soviet on missiles one day and behind 
the next; we have better, and lesser, overall retalia- 


tory and attack strength on alternating days; we are § 


catching up with the Reds, and we aren’t interested 
in overtaking them, depending on who’s speaking; 
we are falling for “peace feelers” and simultaneous- 
ly not being taken in. The poor spy doesn’t know 
what to steal, or where we stand. He’s no better 
off than Congress itself! 
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Pm Acting less spectacularly than the McClellan 





Committee, the Senate's Internal Security Committee has 
been quietly racking up a score of accomplishments. Little 








notice is paid to the group headed by Senator James A. 
Eastland. The chairman may be to blame for that. His has 
been a pre-occupation with subversion in the United States 
and that takes too many forms for specialization. But to the 





surprise of no one he has been digging out proofs of Red 
infiltration into unions, finding abuses traceable to 





alien ideologies. And, what is more important, developing 





correctives through legislation or regulation. 
Concentration has been paying off. 





Senator Eastland is not the only exponent of 





"White Supremacy" in Congress but he's the most vocal one. 

















Only the fact of seniority in service keeps him in the 
committee chairmanship; the "liberals" are constantly 


gunning for him. His committee has never opened the 


fl 
la 
"¢ 


odgates of legislation to drown organized 
or's abuses. It has been content with the 
nstant drop of water" approach. But it 








it considers available evidence warrants 
Such action. An amendment to the law is 


pending which would give union members the 























has worked better over the past Several right to institute SACB proceedings to 
years than the much discussed "reform" bills prove, or allay, suspicions that their 
which have gotten nowhere in the past organizations are Red-infected. 

cé nd em headed for the same result , 
o me @ -_ " ; : &Thre Ea.tland Commi*tee will renew 
this time. The Eastland stratagem, which is wag Tg Z ar 
a 2 : mead recommendations for a statute giving the 
disturbingly slow in attaining goals at ji peo Pcie, maa gare — 


times, at least gets there in the end. Now 
and then he takes the committee down a by- 


progress. 

The Communist Control Act of 1954 is 
a sample of Eastland Committee doings. It 
established proceedings to determine 
whether an organization is Communist- 
infiltrated. If a labor organization is 
found to be so the Act makes it ineligible to 
be an employee representative for the 
purposes of the National Labor Relations 
Act. A communist-tinged labor union thus is 
denied bargaining powers. Liberals opposed 
enactment of the statute; they have tried to 
Sidestep it, attempted to limit its 
application by amendments and by 
interpretation. But in five years they 
haven't been able to weaken it. 

















Those who have been concerned about 





National Labor Relations Board power to 
suspend from use of the Taft-Hartley Act 
proceedings, any union whose officer or 
officers have filed a false affidavit. The 
suspension would continue until such officer 
or officers have been ousted from the union. 
Another proposal would make it a criminal 
offense to give or transmit funds of a labor 
union to a communist or communist 
organization, or to use union funds for 
communist purposes; and would suspend from 
NLRB processes, any union so doing. The 
effect of the sections adopted and the 
pendency of others even more forceful may be 
noted in the fact that red-dominaticn of 
labor unions no longer is No. 1 worry of 
management. Gangsterism is! 






































P Speculation is running in several 
directions as a result of President 

Eisenhower's appointment of Vice President 
Richard M. Nixon to head the Cabinet-level 

















whether the government is proceeding 
against commies in unions may be somewhat 
relieved to know that the Department of 
Justice has established a continuing program 
to this end. Under a provision of the law 
referred to above, the Department petitions 


the Subversive Activities Control Board for 














adjudication of the status of any union when 
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Study of inflation. Perhaps the one point of 
agreement is that the task is one of 
diagnosis rather than of cure. It is known 
that, viewed broadly, inflation is feeding 
on the wage-price spiral. At that point 
thinking divides. Labor's contention is 
that higher wages mean more disposable 
income, more purchasing power, more 
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production for market; management's books 
reflect the fact that more spendable dollars 
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production rises in direct proportion, 
maintaining the spread between paycheck 
and price tag. Each says greater productivity 
is desirable. Not with automation, says 
Labor; not possible with "featherbedding," 
slowdowns and fringe benefits gone wild, 
says management. 











Government policy which affects the 
wage-price-production situation will be the 
principal field of exploration for the 
Nixon Committee. The Vice President and his 
associates should, probably will, dig out 
the report of hearings and recommendations 
of the Shannon Committee of the 1930's, and 
the task force studies and recommendations 
of the Hoover Committee on government 
competition with private enterprise. And 
if they do the results probably will be the 
Same as eventuated 25 years ago and 5 years 
ago: Nothing! Yet these Federally-conducted 
enterprises take billions of dollars 
annually out of operations that should be 
part of the normal avenues of trade, deprive 
taxpaying business organizations of 
contract opportunities. The Nixon 
Committee will "find" these facts as two 
others in the past quarter-century "found" 
them. 
































PA better-organized system of 
government procurement is one of the declared 
objectives. This envisions government 
buying meshed into the general consumer 
pattern. It might be called "managed 
buying." But government procurement is 
centered very largely in the department of 
Defense. That agency has its funds in 
constant flow. It cannot slow, or Speed, its 
purchases because, in the nature of things, 
time is of the essence ; furthermore the 
suppliers must be kept in continuous 
operation, or none, because they cannot 
throw a switch and convert from military to 
civilian supply. It has been said that 4000 
contractors, operating in 28 states, have 
a part in the production of one type of 
intercontinental ballistic missile. How 
does one "manage" that flow? 












































Government spending is 
unguestionably basic in the promotion of 
inflation. No committee is needed to 
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establish that fact. The economists and 
analysts who will parade before the 
committee will tell Nixon, et al, that 
there is every expectation of a good year 
ahead; that production and employment will 
be up to the point where those factors will 
tend to work against inflation — if the 
balance between the two is maintained. But 
the title should be kept in mind: "Cabinet 
Committee on Price Stability for Economic 
Growth." That contemplates planning for 
growth and envisions, it would seem, 
highways and other public works, expansio1s 
as well as contractions. It is here that Nr. 
Nixon may make his mark. If he can perforn 
in a manner which emphasizes the need for 
thought and holds out the hope for 
beneficial results, the Vice President ani 
the Nation will benefit. It could be a 
repeat of Harry Truman's experience with 
the war contracts probe. 
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Pit is not to be expected that Richa” 
Nixon can, or should, cease overnight to be a 
politician. But he will benefit to the 
extent that he brings political objectivi-y 
to his investigation. Conversely, he wil. 
be hurt to the extent that he fails to dos 
If the committee sets out to draft a bill 
of particulars against the rival politica 
party, or seeks to place the blame at the 
doorstep of "liberals" or "conservatives 
he will fail. This does not mean that he 
should ride the fence. It simply means that 
he must first find the facts, then make the 
suggestions for their cure, if any appear 
valid. 
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mIf the Nixon Committee finds, for 
example, that the President's Budget for 
Fiscal 1960 is a faultless document and that 
deviation from it means the end of democracy 
and Western civilization, he will be alone. 
Not even President Eisenhower suggests 
there is certainty that it is adequate; Ike 
has publicly stated that he hopes such 
departures as Congress may vote will not 
damagingly increase the total. And, 
anticipating as he obviously does, that 
Capitol Hill will not hold the figure to $77 
billion, he already has asked that 
additional taxes be raised to cover the 
excess. Unless Nixon's established 
administrative and political wisdom takes 
flight during his latest chore, he is certain 
to point up this alternative. 
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How Realistic Are Plans To Stimulate 
U.S. Capital Investment Abroad? 


By Erik |. Morton 


& The need to counteract the rash of common markets abroad 
— and Russian intensified economic competition 
> Can the various provisions of the Boggs Bill accomplish 
this purpose? — Its supporters and objectors 
& Existing guaranties already available for new American capital 


investments abroad 


HE main bulwark of U.S. strength against the 
T persistent campaign by the Soviet bloc to extend 
its sphere of influence will, for the most part, be 
constructed from the resources of private enterprise. 
Despite this country’s preoccupation in maintaining 
an adequate defense establishment within budget 
limitations, the U.S. must be prepared to gear her- 
self for the long-run conflict with Russia in the 
economic field. This is because the Armed Forces 
can only buy time and provide relative insurance 
against an outbreak of large-scale hostilities. But 
American security ultimately can only be attained 
by a viable U.S. foreign economic policy, and this 
fact will become increasingly apparent in the 
months ahead when the high level negotiations with 
Moscow take place. The Soviet Union now is enter- 
ing the commercia! arena with all the resources of 
her government-controlled organizations, while 


merican expenditures in foreign aid already are 
ét peak capacity. 
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Many experts here, now claim it is critically im- 
portant for Washington to provide substantial help 
to U. S. firms in order to combat the serious Soviet 
trade offensive. In addition, the Administration 
must assure these companies of a competitive chance 
against commercial activities of friendly nations in 
world markets. However, the current opportunities 
of U.S. corporations to expand their foreign invest- 
ments are, to an extent, impaired by the existing tax 
structure here. The latter does restrict amount of 
American capital available for investment abroad 
despite avowed intention of Administration to seek 
supp!emental support to foreign aid loans. 

Many of the important trading countries recog- 
nized this need by enacting legislation expressly for 
the purpose of stepping up foreign investments. For 
instance, corporations in Britain can reinvest fore- 
ign profits without payment of a tax to the home 
country. Furthermore, no tax liability is imposed 
until foreign earnings are repatriated. It is an ad- 
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mitted fact that such is not the case here at home. 
As a result, a large number of U. S. corperations 

must set up their international operations in fore- 
ign concerns, especially in nations whose laws per- 
mit profits earned in Country A to be invested in 
Country B without an intervening tax. Moreover, 
there are many examples whereby management and 
control of American-owned enterprises overseas 
have been transferred abroad so as to assure them 
of an equal opportunity to compete in foreign mar- 
kets. 

This problem of stimulating Free World econo- 
mies through private enterprise will place Congress 
in an unfortunate dilemma. Contradictory factors 
which will be involved are as follows: 
> Increasing unpopularity of foreign aid pro- 

grams as many recipient nations, either espouse 

“neutralist” policies, or fail to show appreci- 

able improvement after years of help. 

®& The Administration’s determination to keep 
Government spending down and live within 
the budget in order to avert an inflationary 
upswing. 

&> Need to reform tax code as the most appropri- 
ate instrument to achieve objectives of foreign 
economic policy. 

& Loss of tax revenue to Federal Government if 
the above step is adopted. 

> Resentment by individual taxpayers and do- 
mestic firms if they have to shoulder heavier 
tax burden, should the tax structure be amend- 
ed to help firms engaged in investing capital 
abroad. 

The Boggs Bill 


® Representative Hale Boggs (D. La.) has intro- 
duced an omnibus tax bill in the House known as 
Foreign Investment-Incentive Act of 1954—to en- 
courage rate of private American investment 
abroad. This proposed legislation is regarded as a 
carefully-thought out proposal to overhaul U. S. 
tax code in order to provide a permanent solution 
to problem of continuing indefinitely the heavy cost 
of U. S. foreign economic aid abroad. Another pro- 
posal of Boggs’ plan is to initiate an outflow of 
roughly $10 billion to $15 billion annually in Ameri- 
can investment capital overseas. Here is a brief 
synopsis of the bill’s main points: 
> Deferral of tax on foreign income and tax-free cre- 
ation of a special class of “Foreign Business Cor- 
porations.”’ 


» Extension of the 38% corporate tax rate to U. S. 
business activities conducted anywhere in the 
world. At present this tax rate is given only to 
trade corporations in the Western Hemisphere, 
while the remainder must pay the standard rate 
of 52%. 

> Provide U. S. firms with choice of either computing 
their taxes on basis of over-all foreign income or on 
country-by-country breakdown. 

» Non-recognition of gain where property of foreign 
subsidiaries is “involuntarily” converted. Insurance 
proceeds for foreign property loss would not be 
taxable. 


> Upon certification by Department of State, U. S. tax 
credits for taxes “spared” or not collected by 








country basis. 

Principal provision of Section 2 of the Boggs Bill 
calls for establishment of Foreign Business Corpo- 
rations to conduct operations of American firms in 
other countries. These would be domestic corpo”a- 
tions deriving substantially all of their income from 
sources outside the U. S. and from the active cun- 
duct of trade or business, directly or indirec ly 
through subsidiaries in which they have at le: st 
10% common stock interest. Above corporations a so 
could license the use of patents overseas and p 0- 
vide technical, engineering, scientific, construction 
and many other services. 
© In addition, these corporations also would be p:r- 
mitted to defer payment of U. S. taxes to such tire 
as jncome is distributed. Earnings derived fr: m 
licensing of patents and rendering of technical s: r- 
vices may be accumulated and employed to fina: ce 
additional foreign investments. Thus the main ri a- 
son for their provision is to defer payment of U. S. 
taxes only so long as the income is reinvested abro: d. 
® On the other hand, a Foreign Business Corpo a- 
tion cannot qualify if it holds stock in subsidiay 
corporations which derive a substantial amount of 
income from investments in the U. S. Moreover, 
capital cannot be accumulated overseas and thn 
loaned to the parent organization. Furthermoie, 
funds cannot be employed to purchase plants and 
equipment in this country and then leased to tie 
parent corporation. 

Therefore, it can be plainly seen that section 2 of 
the bill would not turn the U. S. into a tax haven. 
Corporations set up in a foreign country do not have 
to pay American taxes on earnings from non-U. 8S. 
sources. But such would not be the case for Foreign 
Business Corporations organized in the U. S. In 
addition, jncome taxes will be imposed when Foreign 
Business Corporations are liquidated, whereas firms 
established abroad can be liquidated subject only 
to capital gains taxes. Boggs believes his proposal 
also would facilitate overall tax administration, 
since the Treasury would have information received 
through the returns filed by the specified category 
of corporations. 


Other Stipulations 


® Section 3 of the bill stipulates that transfers of 
foreign business property would not be for purpose 
of tax avoidance, which would obviate necessity of 
an advance ruling from the Internal Revenue Ser- 
vice. Foreign Business property is defined to include 
only that property actually used in a trade or stock 
of another corporation actively engaged in com- 
merce. This trade must constitute 90% or more of 
the gross income derived from sources outside this 
country. 

“Western Hemisphere Trade Corporations” have 
been taxable at a rate of 14 percentage points lower 
than the normal tax and surtax rates applicable to 
other corporations since 1942. Status of these en- 
tities are limited to corporations which maintail 
their entire business in one or more countries in 
North, Central or South America or the West In 
dies. However, above corporations must meet fol 
lowing qualifications: 
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(1) At least 95% of gross income for a 
three-year period must be derived from 
sources without the U. S.; and 

(2) A minimum of 90% of gross income for 
a three-year period must be from the 
active conduct of a trade or business. 

The Boggs Bill lowers the minimum that must be 
derived from sources outside the U.S., to 90% of 
gross income from the present 95%. In computing 
thi. 90% or more of gross income, compensation 
fo. technical, managerial, engineering, construction, 
sci ntific, or like services, royalties from patents, 
etc would be taken into consideration. 

e - ection 5 of the bill would provide for an alterna- 
ti, » limitation upon the foreign tax credit to insure 
th t the credit for tax paid to Country A, could 
in -ffect be applied against U. S. tax upon income 
fy n other foreign countries. However, the total 
o: he credit for taxes paid to all foreign countries 
ce not exceed the ratable part of the U. S. taxes 
u) on total taxable income from all sources outside 
tt s country. In this manner the fundamental pur- 
p se of the foreign tax credit—to prevent double 
ta<ation of income earned abroad—would be sharp- 
el ed. 

e American firms conducting business outside the 
U S. are to be able to benefit from tax inducements 
of ered by foreign governments to attract new capi- 
ta , new technical skills and American management, 
uider Section 6 of the bill. 

Many observers here agree that efforts of under- 
developed countries to increase their standard of 
living through industrialization would be thwarted 
if they are unable to obtain American capital. Scope 
ot “tax sparing’ would be limited. 

Section 6 also has safeguards requiring Depart- 
ment of State to ascertain whether tax waivers are 
extended in good faith by foreign countries, and that 
the taxpayers are actually induced to begin, increase 
or continue clearly specified activities within fore- 
ign countries. 
® Section 7 of Boggs’ proposal provides for non- 
recognition of gain on involuntary conversion of 
property of foreign subsidiaries. Bill extends the 
non-recognition of gain now stipulated by Section 
1033 of the Internal Revenue Code of 1954 to 
cases where property of a foreign subsidiary, in 
which the taxpayer has an insurable interest, is 
compulsorily or involuntarily converted. 

This section specifies that the domestic corpora- 
tion’s basis of the foreign subsidiary’s stock shall 
be increased only by the amount of any gain which 
is recognized in order to prevent a double benefit 
as result of new treatment. Similar safeguards are 
provided by Section 7 to prevent a distortion in the 
earnings and profits of the foreign subsidiary. 


Can The Bill Pass? 


A recent survey by the Guaranty Trust Company 
comments on how the cost of this proposed tax 
treatment would amount to only a small fraction 
of what the Government is now spending on foreign 
aid. This study also implies that results obtained 
rom the new tax structure might be more beneficial. 

There is no doubt that some parts of Representa- 
ive Boggs’ all-inclusive bill will not be passed by 
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Congress, if it is put to the test in the next few 
months. Several Congressmen and leaders of indus- 
try contend that Boggs is covering more ground 
than is actually required of a new foreign invest- 
ment law. Some Washington officials openly question 
the advisability of using a tax reform measuse as 
the proper vehicle to improve U. S. trade position 
abroad. These critics say the bill will backfire and 
nothing will get through a budget-minded Congress. 
The House Ways and Means Committee plans to 
complete hearings on the bill this year. It is ex- 
pected that the “tax sparing” section of the bill will 
get Congressional approval, but Chairman Wilbur 
Mills is reported to be definitely against the 14% 
tax reduction outside the Current Western Hemis- 
phere Trade Corporation Act area. 

The Treasury Department has generally opposed 
tax benefits to foreign investors and takes a dim 
view of many of the Boggs proposals. Moreover, 
Boggs himself is cautioning businessmen against 
pressing too many demands for concessions on Con- 
gress this year. Such moves could boomerang and 
would wipe out all efforts to this date. 


The Support for Boggs’ Bill 


Therefore, many trade associations in this country 
now have agreed to support the Boggs bill in its 
present form. A resolution by the New York Board 
of Trade requesting early approval of the act is 
being sent to Chairman Boggs and other members 
of the House Ways and Means Committee. Other im- 
portant foreign trade and investment organizations 
such as the Foreign Credit Interchange Bureau, 
Overseas Automotive Club, and the Machinery and 
Metals Export Club Credit Group of the Motor and 
Equipment Manufacturers Associations, will back 
the New York Board of Trade resolutions. 

Key representatives of the large business concerns 
here, who approved the Board of Trade action wil 
also seek the unified support of the National Fore- 
ign Trade Council and the Harvard Law School. 
Based on the previous fate of the foreign tax bill 
thrown out by 82nd Congress in 1954, it is believed 
that these two institutions must back H.R. 5 in its 
entirety in order to assure passage by Congress. 

Backers of the bill are considerably encouraged 
by the support and advice provided by President 
Danielian of the Great Lakes-St. Lawrence Associa- 
tion. Danielian was instrumental in ramming the 
St. Lawrence Seaway project through the U. S. and 
Canadian Governments. 


Business not so Sure 


Nevertheless, the business community is not en- 
tirely satisfied with H.R. 5. Their recommendations 
include extension of the 14% tax reduction in order 
to obtain the maximum benefits from a deferral 
clause since latter “is now available through use of 
foreign subsidiaries.” In addition, the Board of 
Trade calls for a means of deferral that would make 
income taxable to the stockholder of the Foreign 
Business Corporation when earnings are distributed, 
instead of taxing the corporation on the income 
when distributed. 

Suggestions also request (Please turn to page 607) 
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WHAT ABOUT PRICE-EARNINGS RATIOS 
IN TODAY’S UNPRECEDENTED SITUATION 


F course these formulas, ranging from the 

simplest arithmetic ratios to complicated 
mathematical equations, are basic as a preliminary 
approach to the position of any company. But they 
are not final. Under today’s conditions they must 
certainly be supplemented by a careful appraisal of 
company and industry prospects, as well as inves- 
tor psychology, particularly under inflationary 
pressures. 

Because there is a varying investment evaluation 
for the companies in different industries, the most 
valuable mathematical aid in the analysis of stocks 
is the simple price/earnings ratio, the multiple of 
its annual earnings which the price of the stock 
represents. For it is a truism that any industrial 
property is worth only what it can earn. The mort- 
gage bondholder is, to be sure, more interested in the 
asset value behind his lien, and even the stock 
buyer may sometimes beguile himself with the wide 
discount of market price below asset value. But 
assets, even more than recent earnings, merely 
reflect a historical record. In any case, the Union 
Pacific Railroad set down in the Sahara Desert 
could not be expected to earn what it does in the 
American West. It is earning power, in the last 
analysis, that determines the value of any property. 
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Commonsense Evaluation 


The price/earnings ratio is, on the surface, an 
easy tool to use, and yet application will reveal a 
number of difficulties. Other things being equal, of 
course, that company—or stock—which sells at the 
lowest multiple of earnings represents the best 
bargain. But this self-evident statement is of little 
practical help. In a complex world where very fe\ 
items even within common categories are equal, few 
things vary as widely in numerous characteristics 
as common stocks. Obviously it would be meaning 
less to compare a shipbuilding with a shoe com 
pany, or a railroad with a bank. But even the 
statistical comparison of different companies with 
in a single industry must be made with caution 
Moreover, no given price/earnings ratio can b 
specified as normal for any particular industry, a 
these relationships fluctuate widely from time t 
time. As present, of course, price/earnings ratios 
are unusually—one is tempted to say abnormally 
—high, but this is, at least, the standard for the 
time being. 

But while price/earnings ratios are highly vari- 
able, they are by no means arbitrary. Rather, they 
represent—at least for listed and widely tradec 
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Changes In Price-Earnings Ratios for Representative Companies 


Company’s Price 

Earnings Ratio as 

% of Dow-Jones’ 
Price Earnings Ratio 


Average 
Price- 
Earnings 


Earnings Current 


Per Price 
Comments on Individual Issues 


Share Recent Earnings Ratio 


1958 Price Ratio 


w-Jones Industrial Average ........ 28.50! 582.33 20.5 12.5 


RICULTURAL MACHINERY 
SIE TITIIIIL: -eniceisshinbiehinibiediiiombiasisisbensinaias J 54 8.9 9.1 


international Harvester ................ 11.0 


RCRAFT MANUFACTURERS 
Douglas Aircraft 


North American Aviation 
R LINES 
Eastern Air Lines 


United Air Lines 


UTO & ACCESSORIES 
Bendix Aviation . 


Firestone Tire & Rubber 

Ford Motor 

SINT MERINO scicccnterecicetavinnwennaaes 
SUILDING 

American Radiator & S. S. ........... 

Johns-Manville ............... 


Minneapolis-Honeywell Reg. .. 


CHEMICALS 
Allied Chemical ........ 


Monsanto Chemical .. 
Texas Gulf Sulphur .... 


Union Carbide .......... 


CONTAINERS 
American Can 


Continental Can ...... : 


Owens-Illinois Glass 


DRUGS 
Bristol-Myers 


EE eee 


ELECTRICAL PRODUCTS 
General Electric 


McGraw-Edison Co. ........... 
Westinghouse Electric ................... 


1_Estimated. 


(100%) 


43% 


73 88 


1953-57 Current 1953-57 Av. 


(100%) 


Continuance of current agricultural prosperity 
would make this an exceptionally attractive issue. 
Leading member of industry but growth prospects 
look relatively limited. 

Earnings highly volatile and P/E ratio therefore 
relatively low. Recovery in earnings should, how- 
ever, cause equivalent recovery in price of these 
issues. 


73% 


December quarter earnings may be severely af- 
fected by year-end strike. 

Exceptional 1958 earnings not regarded as typical, 
and P/E ratio therefore remains low. 

Still looks reasonably priced in view of steady 
growth trend. 

Despite excellent record would hesitate to buy at 
present high multiple of earnings. 

Buyers at present exceptionally high P/E 
must bet on early earnings recovery. 

Most conservative of auto manufacturers but still 
looks generously priced. 


ratio, 


Current P/E ratio inflated by sharp ‘58 earnings 
decline but reasonably priced on basis of average 
earnings. 

Declining P/E ratio relative to Dow-Jones Iindus- 
trials makes this look like attractive purchase. 
Has maintained constant earnings relationship with 
Dow-Jones, and remains attractive as growth issue. 


Although P/E ratio is high, stock now available at 
some advantage relative to Dow-Jones Industrials. 
Reasonably valued for chemical industry issve. 
P/E ratio still high, even if earnings should re- 
bound somewhat. Company lacks diversification. 
Lower P/E ratio relative indicates 
reasonable valuation. 


to Dow-Jones 


Looks particularly attractive as earnings multiple 
has increased only slightly over 1953-57. 

Among best remaining values on market, as indi- 
cated by P/E ratio. 

An attractive defensive holding under current con- 
ditions. 
Relatively low P/E ratio reflects post earnings 
volatility. 

Despite recent sharp rise, 


100) for ethical drug stock. 


reasonably priced (at 


This stock has always commanded a high appraisal 
of earnings, but is no bargain at present. 
Current price just about “normal” in terms of past 
P/E relationship with Dow-Jones Industrials. 
Reduction in P/E ratio contrasting with general in- 
creases, suggests this is one of best valves in in- 
dustry. 

















stocks—an informed composite appraisal of the 
value of every particular issue. Disregarding the 
effect of temporary earnings distortions, certain 
conditions making for either higher than average 
or lower price/earnings ratios may be cited. Growth 
companies should ordinarily enjoy very high ratios. 
Some premium will also be paid for regularity of 
earnings, while stocks of more cyclical companies 
vill sell at a lower multiple of their averave earn- 
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ings. The price/earnings ratio will also frequently 
make adjustment for conditions which modify net 
income as reported. Thus, the stock of a mining 
company which does not charge depletion should 
sell at a low price/earnings ratio; on the other 
hand, a steel company which charges large accele- 
rated amortization is entitled to a more generous 
appraisal of its stated earning power. 

Interpreted in the light of such conditions the 
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Changes In Price-Earnings Ratios for 





Average 
Earnings Current Price- 
Per Price- Earnings 
Share Recent Earnings Ratio 
1958 Price Ratio 1953-57 


28.50! 582.33 20.5 12.5 


FOODS 
National Biscuit 4 53 16.7 13.8 


Standard Brands : 67 15.7 


Sunshine Biscuits ’ 101 14.7 


MACHINERY 
Caterpillar Tractor 


Dresser Industries 

METALS 
Aluminum Co. of Amer. .............. 1.96 
Kaiser Aluminum & Chem. ............ 1.43 
Kennecatt Copper 


OFFICE EQUIPMENT 
International Bus. Machines 


Pitney-Bowes 


OS 
Continental Oil 


Phillips Petroleum ................000+ . 2.35! 


Scandard Gil oF 06. 9. .....cccccccsesesecsees 2.73 


PAPER 
Crown Zellerbach ... 


Rayonier 
Scott Paper 


SHOES 
General Shoe 


International Shoe 


STEEL 
Bethlehem Steel 


Inland Steel 
U. S. Steel 
TEXTILES 
American Viscose 
Celanese Corp. of America 


TOBACCO 
Liggett & Myers 


Philip Morris 








price/earnings ratio is a valuable analytical tool. 
But some yardstick of comparison is necessary to 
give it real meaning. The best measure of the value 
of any particular stock, in terms of earnings, is 
probably its own previous record. A broad enough 
base period shouid indicate the “normal’’ price/ 
earnings relationship for that stock and thus pro- 
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Representative Companies—(Continued) 


Company’s Price- 
Earnings Ratio as 
% of Dow-Jones’ 
Price-Earnings Ratio 
Current 1953-57 Av. 


Comments on Individual Issues 


(100%) (100%) 


Attractive income holding; would be good hedge 
against market reaction. 

Improving earning power not yet fully recognized 
by market. 

Unchanged dividend for eight years may have 
caused neglect of this attractive issue. 


82 110 
76 86 


72 97 


Over-valuation less than appears on surface, as 
current high P/E reflects adverse 1958 conditions. 
1958 earnings sharply reduced, but issue attractive 
on expectations of revived oil well drilling. 


Temporary oversupply of aluminum depressed 1958 
earnings; price more reasonable than current P/E 
suggests. 

Moderate recovery in earnings would drop P/E to 
reasonable figure. 

Depletion and competition from other metals, holds 
P/E on coppers below Dow-Jones Average. 


While past performance has been phenomenal, new 
purchaser must bet on indefinite continuation of 
recent trend. 

P/E not excessive for industry. Still plenty of room 
for post office automation. 





Integrated d tic company; deserves somewhat 
higher P/E than internationals. 

Domestic, fully integrated company. Substantial 
natural gas position. Reasonably valued. 
Substantial foreign earnings are properly evaluated 
more conservatively than domestic. 


Has kept up with the parade, as measured by the 
Dow-Jones Industrials. 

Restoration of normal earnings would establish a 
very low P/E, and issue is attractive speculation. 
Declining P/E ratio in terms of Dow-Jones suggests 
reasonable valuation for this quality issue. 


~ Selling at a considerably lower multiple of some- 
what reduced 1958 earnings than the composite 
Dow-Jones stocks, these issues show more than 
average attraction in the present market. 


jhad 





Price/earnings comparison 
stock is now overvalued. 
Despite improved earnings stability, issue looks 
generously priced. 

Purchaser at present high earnings multiple must 
satisfy himself cyclical nature of industry has been 
overcome. 


suggests this 











High P/E reflects expected reversal of earnings 
downtrend, but situation is still discouraging. 


Earnings undoubtedly overvalued in 1953-57. Still 
does not look like bargain. 


Long-term earnings growth slight, but issue is dis- 
tinctly attractive at present price. 

P/E ratio only narrowly increased since 1953-57, 
suggests this is good current value. 


vide, unless the character of the company has been 
materially changed, a guide for future evaluation. 
Cyclical Fluctuations 


This direct comparison still lacks, however, one 
essential adjustment, that for the cyclical fluctua- 
tion in price/earnings (Please turn to page 605) 
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More stability — but slower grow th for... 


PAPER INDUSTRY 
Looking to 1960 


By Ward Gates 


\ INCE the end of World War II the paper indus- 
) try has demonstrated good growth character- 
istics, and a stability of earnings performance that 
has reversed the former “boom” or “bust” reputa- 
tion of the business. 

1958 provided the best example of this new “face” 
for the industry. For compared with the economy 
as a whole, paper companies exhibited better than 
average resistance to the severe recession that 
struck in the latter half of 1957 and the first half 
of 1958. 

At the very depths of the recession overall in- 
lustrial production had declined 14% between the 

eak level reached in February 1957, and the nadir 
f April 1958. In the same period, the more volatile 
lurable goods industries declined 20%, but the 
vaper industry, at its lowest point, was down only 
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7% from peak levels. Moreover, the companies that 
are most closely associated with consumer products, 
such as Scott Paper, Kimberly Clark, and Lily-Tulip ap- 
parently suffered no adverse affects at all, since 
sales and profits continued along the upward trend- 
line that has been established throughout most of 
the post war era. 

The more broadly based companies, such as Inter- 
national Paper, St. Regis and Crown Zellerbach suf- 
fered some earnings setbacks, but in general the 
declines were moderate. 

It is interesting to note that this generally satis- 
factory if unexciting performance occurred despite 
substantial overcapacity in the industry which pre- 
vented the companies from presenting a united front 
in their price structure. It is apparent, therefore, 
that despite excess capacity, and a rigid wage struc- 
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. . . . y 
Statistical Data on Leading Paper Companies f 
in 
made 
Net Profit Dividend Per Share Price Range Recent Div. throu 
———Net Sales——— Margin Earned Per Share Current Price Yie.s savin 
1957 1958 1957 1958 1957 1958 1957 Annual 1958-59 sa y 
———(Millions)——— Rate * Un 
been 
labor 
Champion Paper & Fibre $126.5! $124.1! 7.1% $2.51 $2.00- $1.20 $1.20 4934-34 Ther 
Container Corp. of America 256.1 259.2 J 5.6 1.36 1.35 1.00 1.00 30'4-17 ‘ rapic 
Crown Zellerbach 460.6 468.8 . 7.1 2.39 2.32 1.80 1.80 6038-43! 2 ‘els 
1Kel) 
Federal Paper Board Co. .............. 52.1! 50.1! 6.0! 4.46 3.75- 2.00 2.00 5634-2912 . price 
Fibreboard Paper Products ........... 96.2! 85.9! 4.3! 2.47 3.00~ 1.204 1.204 52'4-20'2 
Great Northern Paper 50.4! 39.8! 8! 2.42 .257 2.40 .60 61 -37 
Hammermill Paper Co. .................. 44.4 46.5 ‘ 5.0 2.04 1.50 3314-2134 : 3 TI 
International Paper .......... Setasceos)| ae 677.7! 7.0! 6.18 3.004 122%2-85"% u - 
in¢ 
Kimberly-Clark Corp. ............066 316.15 340.0% 7.3% 2.913 1.80 7034-46'4 ; labo: 
Lily-Tulip Cup 61.7! 64.31 7.31 4.12 1.80 10634-60'2 ‘ © 
the 
I eee ee RE oe 158.7! 192.8! 4.11 2.85 1.60+ 51 -33% shar 
. c 
Minnesota & Ontario Paper 62.8! 58.5! 6.0! 2.37 1.60 367-2112 . expe 
ag 
Oxford Paper 58.6 62.7 42 3.05 38%4-2512 ae 
ID ININT sdenccnnsaiescenniisennneies 376.8 376.7 3 5.5 2.52 4812-26" have 
Scott Paper 275.0 285.0 . 7.7 2.68 . 7634-55% a 
thro 
Standard Packaging 28.7! 29.8! . 5.7 1.15 3214-1012 abso 
Sutherland Paper .. 61.0 62.0 : 3.7 2.93 4512-3134 bers 
. aucl) 
Union Bag-Camp Paper 160.7 156.9 2.49 4478-30'2 oe 
West Virginia Pulp & Paper 199.9 208.1 2.38 51-31% tially 
of k 
— amp 
*—Based on latest dividend rate. 1—9 months ru F 
NA—Not available. *—Estimated. ee 
3—12 mos. ended July 31. we 
4—Plus stock. . 
for | 
assu 
Champion Paper & Fibre: Major producer of printing and fine papers Lily-Tulip Cup: Earnings of this paper cup producer were down only prod 
showed steep earnings decline in nine months ended Dec. 31 but slow moderately in 1958, in spite of cool Summer. Aggressive developer of titiv 
improvement has set in recently. Sales of packaging products should new products, company has excellent growth record. u IV 
increase in time. B Mead Corp: Company has made good progress in diversifying and in ing 
Container Corp.: Fast comeback in earnings enabled company, maker of integrating primary output with conversion operations. Made satisfactory basi: 
paper board boxes, virtually to equal 1957 net, last year, on sales showing in 1958, and is expected to improve net somewhat this year. B2 f 
gain of $3 million. B2 Minnesota & Ontario Paper: Company has good position in insulating or s 
Crown-Zellerbach: Second largest producer, this well-diversified company = — +e adh wk de = and by reduced oper- grat 
has been expanding in the East from its Pacific Coast stronghold. Net aact fore 
profit in 1958 fell only 7 cents a share short of the 1957 level of $2.39. Oxford Paper Co.: Maker of printing papers for publishers and maga- 
A2 zines, earnings were off sharply in 1958. B2 tome 
: . ‘ St. Regis Paper: Steady improvement in earnings of third largest paper 
ae age eg py won gree ol ouning ve aye ol ngpee Somes company brought net last year close to 1957 results, Company is fore- T! 
should be reflected in improved sales over coming mo i casting good gain in earnings this year. Well diversified, is gaining eme! 
highly competitive. benefit of improvement in lumber subsidiary. B1 full, 
Fibreboard Paper Products: Steady improvement in earnings reported by Scott Paper: Largest producer of toilet tissues and other household prod- Peet 
this Pacific Coast producer; higher labor cost incurred under new con- ucts, Scott gave usual fine performance by boosting net slightly over vari: 
tract signed in November. 1 1957 showing. Al Inte 
Great Northern Paper: Earnings in fourth quarter up somewhat after Standard Packaging: Net for 1958 compared favorably with 1957. Com- and 
sharply lower net in first nine months of 1958; operations temporarily pany has been enlarged through mergers. C2 C 
curtailed Feb. 1 owing to reduced newsprint demand. Sutherland Corp.: Sales held up well last year, but net was off to pan! 
Hammermill Paper Co.: Maker of fine papers, this company’s earnings ny a o—- —_ $2.93, presumably reflecting cost absorption and of t} 
came back strongly in 1958 fourth quarter and net for year was slightly A ag ves a ' : ’ tt 
larger than in 1957. Earnings still well below level of 1956. BI Union Bag-Camp Paper: Earnings improved in second half, but net for Cutt; 
year was $2.13 a share against $2.49 a year ago. Has plans for further and 
International Paper: Recovery in fourth quarter pene net he about % growth. B2 
to $5.25 a share, against $6.18 in 1957. Largest producer, Internationa West Virginia Pulp & P + eel . . 
oa ginia Pulp aper: Despite rise in sales, net last year was off 
has long term growth planned on Pacific Coast and elsewhere. aa to $1.78 a share, from $2.38 in 1957. Starting up costs and higher de- 
Kimberly-Clark: Net for 1958 fully equalled 1957 results. Maker of home preciation charges resulted in dividend reduction last year, but should 
specialties, company has stability as well as growth prospects. show better results this year. Has new stretchable paper. A2 
» 
‘ 
: inti 
Ratings: A—Best grade. 1—Improved earnings trend. but 
B—Good grade. 2—Sustained earnings trend. tha: 
C—Speculative. 3—Lower earnings trend. ano‘ 
D—Unattractive. Si 
plu 
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ture which stopped the companies from passing 
along cost increases even when demand expanded 
in the latter half of 1958, that the industry has 
made substantial progress in reducing unit costs 
throuch the installation of modern plants and labor 
savin’ equipment. 

Unfortunately, however, the progress has not 
been .nough to absorb the full impact of increased 
labor costs, piled on top of massive overcapacity 
There ore, it is unlikely that profits will multiply 
rapic even in an atmosphere of generally more 
favor ble business conditions. But it is equally un- 
likely that profits will tumble despite the fact tat 
price ncreases will be spotty. 


Effects of Reduced Competition 


Th principal reason for this is that the era of 
true utthroat competition seems over in the paper 
indus ry. Along with most other major industries, 
labor capital and shipping costs will cut the return 

ss and on the enormous capital invested in 
cent boom years, but it will not be cut as 
vy as might have been 
ed just a few years 


major companies 

en pushing integra- 

rrograms, largely 

th mergers that have 

ed the smaller mem- 

of the industry, re- 

‘ing the number of inde- 

pend nt companies substan- 

tially. The big producers 

of kraft and board, for ex- 

amp have acquired cor- 

rugated box divisions. This Minn. & Ontario Paper 
mearis that they have de- Oxford Paper .... 

veloped their own markets St. 

for kraft and paper board, 

assuring an outlet for their 


Crown Zellerbach 
Hammermill Paper 
Great Northern Paper 
International Paper 
Mead Corp. ............00... 


Regis Paper 


Paper Companies With Large 
Timberland Holdings 


Champion Paper & Fibre . 


West Virginia Pulp & Paper 


agencies to the dangers of inflation will stand in 
the way of across-the-board price increases. The 
industry, therefore, will be caught between a watch- 
ful Congress and the ever-increasing pressure of 
labor unions for a larger and larger piece of the 
industry’s pie. The pattern is already set. 

Many long term labor contracts calling for an- 
nual wage increases of 242% or more have already 
been negotiated in other industries, and these tend 
to establish a pattern throughout the economy. 
Hence, wages in the paper industry are bound to 
rise in the face of a sticky price structure. 

In recent months, as a matter of fact, several 
paper companies have made settlements with the 
United Paper Workers calling for increases of 5 
to 111% cents an hour, and this trend is expected 
to become industry-wide. 

An illustration of the impact of excessive capacity 
on earnings is provided by the “‘value index” of the 
American Paper and Pulp Association for 1958. 
This shows an almost steady downtrend in value 
on paper prices per ton during most of the year. 
From an average of 136.5 in January 1958 (aver- 
age for 1947-1949 100) 
this price index dropped 
to 134.5 in November 1958, 
after touching a low of 
133.0 in October. 

Thus, in spite of higher 
labor costs, prices realized 
throughout 1958 actually 
declined. This was true to 
lesser extent in paper- 

318,000 board. This index dipped 
2,162,000 from 138.7 in January to 
21,700,000 137.5 in November, the 
1,418,000 latest month for which 
3,800.000 figures are available. The 

820,000 average for paper, paper- 
3,300,000 board and newsprint de- 

850,000 clined from 135.8 in Jan- 
uary to 133.6 in Novem- 
ber. Newsprint remained 


Timber Acres Owned 
603,000 
2,050,000 a 





products in keenly compe- 





titive periods and allow- 
ing them to schedule production on an economical 
basis without too much worry about the vicissitudes 
of supply and demand. The small, and non-inte- 
grated companies, on the other hand, have been 
forced to grant substantial price concessions to cus- 
tomers in order to buck the larger corporations. 
Thus, a “Big Five” or “Big Six” has gradually 
emerged, composed of companies with operations 
fully integrated, from forest reserves to a wide 
variety of finished products. The group includes 
international Paper, St. Regis, Union Bag-Camp 
and West Virginia Pulp & Paper. These large com- 
panies are now contributing to the overall stability 
of the industry by avoiding the vicious type of price 
cutting that unsettled the industry in past recessions 
and led to heavy inventory losses. 


More Stability, Less Growth 


_ Reduced cutthroat competition has undoubtedly 
Introduced a new stability into the paper industry, 
but whether it will further the kind of growth 
that characterized most of the post war period is 
another matter. 

Stability of prices is one thing, but over-capacity 
plu: the alertness of the nation and governmental 
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unchanged throughout 
the year. 

The general softness in paper prices is confirmed 
by a comparison of sales and earnings of leading 
paper companies in 1958. 

Dollar sales held up well, owing to the recovery 
of the industry in the second half of the year. Com- 
panies such as Crown Zellerbach, St. Regis, Oxford, 
Sutherland and West Virginia Pulp and Paper 
showed slight gains in sales for the year. But in 
almost every case, net earnings were lower, in a 
few cases by a rather large margin. 

For the year as a whole, production of paper and 
paper products totaled 30.7 million tons, just equal- 
ling the total for 1957, but falling 2 per cent behind 
the record of 31.4 million tons set in 1956. The 
latter was a year of inventory accumulation, during 
which production ran ahead of actual consumption. 
In 1957, and in much of 1958, inventories were re- 
duced, with consumption running ahead of pro- 
duction. 

The ability of the paper industry to equal the 
1957 output in 1958, despite the general business 
recession, speaks well for the industry’s stability. 
But it must also be borne in mind that capacity has 
been rising steadily (Please turn to page 604) 
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Advantageous Tax Loss Carry-Overs 


— Where it will — or will not benefit 1959 earnings 


By Michael Condon 


cloud has a silver 
for corporate man- 


old 


HE 
lining” 
agers and stockholders — for in periods of gloom 


“Every 
meaning 


proverb 
has real 


when deficits are being sustained, they have the 
comfort of knowing that these losses are creating 
tax credits that can free the earnings of more 
prosperous times from the 52% corporate tax levy. 
In this important stage in the business recovery, 
this article discusses 20 companies which now have 
such tax loss credits and shows which are likely 
to benefit from them in 1959. Also, which are not, 
and why. 

An outstanding example is found in the automo- 
tive industry, where a company which had suffered 
severe losses in previous years was able to show 
remarkable profits in 1958 because its earnings 
were exempt from taxation due to accumulated tax 
loss credits. The company — American Motors re- 
ported earnings for the fiscal year 1958 and the 
first quarter of fiscal 1959 totaling almost $49 mil- 
lion — was not subject to tax, for, after four con- 
secutive years of operating in the red, American 
Motors had accumulated loss carry-over credits of 
approximately $47 million which it was able to use 
to offset these profits. 

The problem of how to take full advantage of tax 
losses presents interesting possibilities and alterna- 
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tives to those companies possessing them. The com 
pany may choose to continue in its present line o 
business as American Motors did, or it may 
to abandon its traditional products, in whole or it 
part, and diversify as Textron did, and Studebaker 
Packard is now attempting to do. However, beforé 
examining some of the more interesting tax loss 
situations the federal tax law itself will be ex 
plained briefly. 


Tax Credits Briefly Explained 


A net operating loss, which the tax law define 
as the excess of allowable deductions over gro 
income, can, after certain adjustments, be applie 
against previous earnings and future earnings. 
loss for taxable years ending after 1957 can be car 
ried back three years and forward five years. The 
law specifies the order of the years to which a née 
operating loss can be carried and that order must 
be followed. For example, a loss incurred in 1958 
is carried, until exhausted, to the following years 
in the order named: 1955, 1956, 1957, 1959, 1960 
1961, 1962, and 1963. 

If a company reported a profit of $10 million i 
each of the years 1955, 1956 and 1957 but posted 
a loss of $50 million in 1958, it would have a loss 
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48,469, 264 10 Companies Where Tax Loss Carry-Forward Credits May Improve | 
1959 Net Earnings 
/-— 1954 1955 1956 1957 1958 Approx. 
Net Net Net Net Net Net Net Net Net Net Total 
679.3 7 Sales Earnings Sales Earnings Sales Earnings Sales Earn. Sales Earn. Tax-loss Price Recent 
a or Deficit or Defic or Deficit or Def. or Def. Carry- Range Price 
a Per Per Per Per Per Forward 1958-59 
—(Mil.)}— Share —(Mil.)— Share —(Mil.)— Share —(Mil.)— Share Share Per Share 
a A.C. Industries ....... $190.7 $6.62! $245.5! $6.08! $294.5! $6.95! $294.8! $6.18! $77.67 ¢ 477 (NA) 54 -37% 53 

i afed = Bucy: °-Erie Co. .......... 65.9 2.92 71.7 4.19 86.5 3.64 87.5 2.77 44.7 4 54 (NA) 33%4-25 30 
Ni ns sasccabcesiaid 2,071.6 2.13 3,466.2 11.49 2,676.3 2.29 3,564.9 13.75 2,165.3 43.88 (NA) 59-44 53 
Food iant Markets 23.7 42.28 19.0 41.49 19.0 41.88 46.5 45 (NA) 1.16 3.25 35%-12% 32 
Mote ®reducts 87.03 42.41% 83.4% 43.73% 76.03 42.56% 10.3% 41.69% 44% 3.55% 13.55 7534-37 68 
Rheer Mfg. Co. ... 163.6 3.67 160.6 3.10 173.9 45.01 188.5 97 110.8% 4 235 (NA) 20%-10% 21 
Serv: 87.82 44.74 58.62 42.41" 42.62 41.16 16.62 4 22° 82 4d 162 9.90 I - 4% “ 
Scov. Mfg. Co. 110.9 3.20 146.9 3.66 146.4 2.81 129.6 1.31 85.99 4 56> (NA) 2814-19 26 
Shar + Steel ... 98.2 2.85 171.1 7.26 178.6 6.28 150.3 3.68 99.9 206 (NA) 49 -25'%2 41 
Stud oaker-Packard .... 222.3 44.06 480.0 44.61 303.0 46.73 213.2 41.73 180.6 92.15 20.81 16 -2% 13 
NA- Jot available. !—Year ended April 30. 5—9 months. 
d— .eficit. 2—Year ended October 31. 6—Before giving effect to a non-recurring capital loss of approxi- 


3—Year ended June 30. 
41—6 mos. ended Dec. 31. 1958. 





arry ver of $20 million to apply to future earnings 


hrou.;h 1963. 
© The 1958 loss of $50 million would first be car- 
Sried back three years to 1955 and applied to the 
$10 million profit of that year. 

The remaining carryback credit is $40 million 
whic!: is then applied to 1956 and 1957 in the same 


manner leaving a credit of $20 million which be- 
comes a carry-forward with a life of five years or 
Suntil it is used up. Prior to 1958 a loss could be 
Scarried to fewer years that at present, however. 
SA complete schedule of applicable years is provided 
in the tax law. 














he com 

line ol How Tax Credits Are Used 

ry wish 

le or if The companies which will be discussed in the fol- 


ebaker@lowing paragraphs involve situations which can be 





, befor@#broadly classified in two main categories. First are 
ax los@jthose concerns which have elected to continue their 
be ex@present product line and hope to generate profits 
again to absorb their tax losses; and second are 
those firms which have given up the ghost, are 
disposing of their historical product mix, and di- 
sversifying into a new line of sales. In the second 
definegjcase the new acquisitions normally are expected to 
r gros be profitable and to absorb all or part of the tax loss. 
applie The discussion of the individual companies will be 
ings. A@orientated first towards those firms which appear 
be car@to be in a position to generate profits and take ad- 
rs. Thé§ Vantage of the tax credits, and second towards those 
h a ne™concerns which probably will not be able to absorb 
r musig their tax credits in the near future. 
n 1958 
r years Net Profits Increased By Tax Credits 
, 1960 
When the enormous demand for automobiles built 
lion imgup during the war years was satisfied, marginal 
posted Pro ucers such as Studebaker-Packard were hard put 


a losajto stay above water. Once the folly of attempting 
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mately $0.47 a share. 
6 months ended Oct. 31, 1958. 








to compete across the board with the Big Three be- 
came evident, S-P followed in the foot-steps of 
American Motors and produced a compact car 
(after scrapping their other models). The Lark 
has been well received and enabled S-P to report 
its first operating profit, in the last quarter of 1958, 
since the merger with Packard. An important move 
the company has made in its attempt to become 
profitable, is the appointment of Mr. A. M. Sonna- 
bend as head of a diversification committee. With 
Mr. Sonnabend’s flair for successful tax loss ab- 
sorption mergers, coupled with the success of the 
Lark in the fourth quarter of 1958, (which con- 
tinues into 1959), the outlook for Studebaker- 
Packard is better than it has been in years. 

The situation with regard to Chrysler’s 1958 loss 
is entirely different. We cover it in Part II of “What 
1958 Earnings Reports Reveal’, in this issue. It 
shows the basis for Chrysler’s $33.8 million loss for 
1958, which will give them a credit for tax deduc- 
tions, and creates a rather interesting situation 
looking to 1959. 

Motor Products Corporation has disposed of its auto 
and aircraft parts business and its deep-freeze oper- 
ations. Increasing integration by automobile manu- 
facturers and the dangers to aircraft parts sub- 
contractors posed by shifts and cancellations of 
government contracts, have prompted these actions. 
The company sold its physical assets, liquidated its 
debt and retired much of its stock and now is in 
the process of acquiring other businesses. Motor 
Products has acquired, by purchase of all outstand- 
ing stock, Duncan Parking Meter, and Aermotor 
Company, a manufacturer of farm and home water 
systems, including water pumps and water system 
accessories. Based on earnings since their acquisi- 
tion, full year income of these companies could appro- 
ximate $1 million, enabling Motor Products to use a 
good part of its tax loss carry-forward. Continued 
profitable operations are indicated and manage- 
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10 Companies Where Tax Loss Carry-Forward Credits Are Not Likely 
to Aid 1959 Net Earnings 


1955 
Net 
Earnings 
or Deficit 
Per 
Share 


1954 
Net Net 
Sales Earnings 
or Deficit 
Per 
Share 


d .28 


Net 
Sales 


Net 
Sales 


Artlocm Industries * $12.3 4 20 $11.8 


Checker Motors Corp. .......... 83 2.8 41.12 10.6 


Congoleum-Nairn, Inc. ........ 1.33 59.7 1.81 53.4 


Gy OU. scsisoresecesvcescecs 24.5% 353 27.33 «dd 343 


Elgin National Watch .104 60.0° 7p 


General Amer. Industries .... 10.46 41.796 9.36 41.746 


Mi lis-Moli d 677 72.27 147 


P 





Publicker Industries, Inc. ...... d 86 146.5 4 65 159.5 


Underwood Corp. ................ 1.66 82.3 2.01 85.2 


White Sewing Machine ........ d 84 19.6 .28 41.3 


1—Year ended July 31. 
2—9 months. 

3—Year ended Sept. 30. 
4+—2 months ended Feb. 28. 


d—Deficit. 
*—Formerly Artloom Carpet. 
NA—Not available. 


21.48 
51.7 
11.86 
66.27 


Approx 
1958 Total 
Net Net Tax-lose 
Sales Earnings Carry- Price 
or Deficit Forward Range Re 
Per Per 958-59 P: 
Share Share 


d$.47 


1957 
Net 
Earnings 
or Deficit 
Per 
Share 


1956 
Net Net 
Earnings Sales 
or Deficit 
Per 
Share 


$ .12 $9.3 4$ .98 (NA) 2758- 


41.02 9.9 41.45 41.042 (NA) 21%- 


59 48.7 d 58 41.582 (NA) 15%- 


43.883 19.2% 073 418 445 14%- 


1.015 42.45 74 42.68 6.57 1158- 


44.266 20.06 1.466 49 (NA) 8 - 


167 9057.47 45.727 4209 648 20%4- 


005 140.5 d 12 d 752 (NA) 15%%4- 


410.91 82.7 42.13 46.002 17.15 25%-12% 


69 45.7 44.98 42.842 5.22 11 - 4% 


°—Years ended Feb. 28. 
6—Years ended June 30. 
7—Years ended Oct. 31. 














ment’s decision to pay dividends amounting to $2.40 
per share annually is a favorable sign. 

ACF Industries is another company whose business 
is significantly dependent on automobile volume but 
the most important part of sales have traditionally 
come from railway freight cars and passenger cars. 
The drastic reduction in freight car building plus 
the recession, which affected the company’s auto- 
mobile parts business (mainly carburators), as well 
as other industrial products (such as valves which 
are widely used by the petroleum and gas indus- 
tries), has been reflected in recent earnings, result- 
ing in a loss of approximately 47¢ per share for 
the six months ending October 31, 1958. 

There was some improvement in the October 
quarter when 9¢ was earned, versus a loss of 48¢ 
in the previous three months. The betterment coin- 
cides with the up-turn in business conditions and 
the introduction of new automobile models, both of 
which obviously had some beneficial effect. How- 
ever, real improvement in freight car demand will be 
slower in coming, although the gains in car loadings 
are a good sign for the future. The happy combina- 
tion of these developing factors leaves little doubt 
that profits are ahead for ACF and the tax loss 
will soon be used up. 

Expanded facilities for the production of auto- 
mobile springs and bumpers has made Rheem Manv- 
facturing more vulnerable to swings in auto produc- 
tion. However, the company still derives the greater 
part of volume and earnings from the manufacture 
of steel cylinders which are used as water storage 
tanks. water heaters, water softeners and steel ship- 
ping drums. The company also has a line of home 
appliances, such as gas ranges, clothes dryers and 
space heaters. After a large deficit in 1956, Rheem 
earned almost $1 per share in 1957 only to fall back 
in the red again by $0.23 per share through the 
first nine months of 1958. This is not discouraging, 
however, in view of the general economic conditions 
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prevailing in 1958. The sharp recovery in 1957 ‘nd 
cates that the company is capable of profitable pe 
ations and the resumption of growth in the econom 
has created favorable outlooks for those areas serve 
by the company, all of which points to improvin 
results in the coming months. 

A merger between a retail food chain and a mani 
facturer of home appliances hardly seems logical « 
advisable. However, Food Giant Markets and Mag 
Chef have attempted to do this. The new compan 
has steadily improved operations and profits, b 
only by expanding the number of supermarkets an 
selling off the appliance facilities. With populatia 
growth and increased suburban living trending uy 
ward, supermarkets appear to have favorabj 
growth possibilities. The food market division ha 
grown from six supermarkets to twenty-six cu 
rently, and with the immediate outlook favorable, th 
company should have continued profits which wi 
be aided by the tax loss legacy of Magic Chef. 

In eight of the last eleven years and for the pas 
six consecutive years, Servel Incorporated has ope 
ated at a loss. As the deficits mounted it became a 
parent that nothing short of a drastic revamping 0 
operations promised any hope of generating profit 
Management decided to sell the operatine assets 0 
the company and by January, 1958 had sold all thé 
product lines, which included refrigerators, freezers 
central air-conditioning units and portable refriger 
ators, cooling and heating units. Now in an almos 
completely liquid position, Servel began in earnes 
to seek suitable acquisitions and, after a fa!se star 
with Hydril Company, announced the purchase 0 
Burgess Battery Company for a reported $17 mil 
lion in cash. Burgess js a fine little company engageé 
in the manufacture of dry cell batteries for flas 
lights, hearing aids, portable radios, flash cameras 
telephone and related battery equipment. Sales :n 
earnings have grown (Please turn to page 608 
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RECORD number of Americans have gained the amount of profits earned by the shipping com- 
some first hand knowldge in recent years of pany during the life of the agreement, that exceed 

















ding uggthe strength and scope of our merchant marine. 10% a year on the capital necessarily employed in 
avorablg Travel in this age that knows few boundaries, is the business. This provision sets up the only federal 
sion hafrunning at peak proportions on the seas as well as_ subsidy with a recapture feature. It must be em- 





overland and through the air. phasized that the agreement does not insure a profit. 
Our present merchant marine owes its being to Also as part of ship subsidy agreements are pro- 


Six cu 
able, th 





















ich wilthe Merchant Marine Act of 1936 which recognized visions for c ‘eation of statutory reserve funds in 
hef. the need of a strong merchant fleet under the which are deposited depreciation, interim excess 
the pasgAmerican flag to help carry our commerce in peace earnings, interest and capital gains and proceeds 
aS opemmand serve as an arm of defense in war. A corollary from sale or loss of vessels. Other earnings may be 
ame apmmotive was the need for orderly construction of voluntarily deposited with the approval of the Mari- 
ping OMships to insure the maintenance of efficient ship- time Administration. Such earnings are deferred 
profits§building facilities and preservation of experienced from being subject to income taxes but if Ww ithdrawn 
ssets omstaffs and working forces that would be capable of from the reserve funds become subject to taxation. 






| all thé 


reezers 


imeasuring up to vastly greater responsibilities in The reserve funds are designed to build up capital 
time of national emergency. resources for the orderly replacement of ships. 


















efriger§ Provisions of the Act recognized the problem of 

almos@disparity between domestic costs, particularly While Voyages Doubled Subsidies Increased 
earnes@ Wages, and those abroad and so set up subsidies to Over Seven-Fold ! 

se starjequalize the spread. , 
hase 0 To preserve activity in domestic shipyards, con- The pronounced increases in wage and material 







17 mil@struction subsidies were provided for, to compensate costs in the postwar period and an expanded number 
ngage@ for «he lower costs available in foreign yards. Sub- of voyages performed under subsidy agreements 
wr flasijsidy agreements with ship operators were made for has caused a bulge in the sums required from the 
umerasmten and more recently twentv vear periods. The federal government. Subsidies payable ship oper- 
les »n@#Maritime Administration is entitled to recover half ators have increased from $17,665,000 in 1948, to 
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Position of Leading Shipbuilders 





—Earnings Per Share— 


1956 1957 


Rating 


American Shipbuilding 

Bath Iron Works 

Bethlehem Steel 

Newport News Shipbuilding 
New York Shipbuilding 


5.11 
4.13 
4.00 
2.17 
6.15% 


6.71 
3.83 
2.13 
2.25 
2.36% 


*—Based on latest dividend rate. 


$61,584,000 in 1953 and to approximately $130,000,- 
000 currently. Over the same period subsidized voy- 
ages which were 1,010 in 1948, increased to 1,469 in 
1953 and are currently 1,965. 


President Eisenhower's Message 


With all Federal expenses under close scrutiny, 
President Eisenhower in his budget message early 
this year said that the adequacy and need of policies 
established in the 1936 Act require appraisal by both 
the Executive Branch and the Congress. He desig- 
nated the Secretary of Commerce to review the 
major problems of the shipping industry as part of 
a general transportation study and further said: 
“At present, the bulk of our merchant marine con- 
sists of ships built during the years 1942 to 1946. 
Since existing law normally requires replacement of 
vessels at the age of 20 years, we must establish 
definitive policies on such questions as the realistic 
life span of merchant ships—the number of ships 
actually needed in our merchant marine—the extent 
to which their construction and operation should 
continue to be subsidized by the Government—and 
the pattern of trade routes that should be served 
by subsidized ships.” 

The President also sought reconsideration of au- 
thorized construction of two new passenger liners, 
one to be a sister ship of the United States. It was 
further recommended that the 314% ceiling on in- 
terest of ship mortgages held by the Government be 
removed with the interest rate allowed to rise to 
that at which the Treasury now has to borrow. 

A recommended appropriation of $129,000,000 
for new merchant ship construction in fiscal 1960 
compares with $141,475,000 for 19 vessels in the 
fiscal year ending June 30, 1959. 


Operating Subsidies Maintained 


As for operating subsidies, an additional $10,000,- 
000 is requested for the current fiscal year, bringing 
the total to $130,000,000. A similar total is being re- 
quested for fiscal 1960. While no reduction in such 
funds is called for, a ceiling of 2,025 on voyages 
under subsidy contracts is urged, of which 75 are 
to be reserved for the Great Lakes. Such provisions 
would bar action on the many applications for ad- 
ditional subsidized voyages before the Federal Mari- 
time Board. 
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$5.62! 4$6.981 4$5.251 


—Dividends Per Share— 
1956 1957 Current 
Annual 
Rate * 


Price Range 
1958-5" 


1958 Div. 


Yield 


Recent 
Price 


$3.00 
2.60 





$— 68 - 
3.00 60 61 - 
2.40 55\- 
2.00 505s- 
37's- 
42\2-° 


5.03 
2.91 2.12 
3.90 1.25 
3.002 - 
3.815 


1—Year ended June 30. 
*—Estimated. 
3—Years ended March 31. 


In weighing the recommendations, there ap 
no cause for concern as to the sufficiency of { 
for subsidized ship lines in the coming fiscal 
But a determined effort to halt further rises in 
is apparent. Particularly, policy calling for ¢ stl 
turnover of the vessels of the American Mer jap 
Marine after 20 years of service life is likely ‘> Wy 
altered. , 

Naval Construction 


Interesting to shipbuilders are the budgetary pr 
visions for naval ship construction. 
For fiscal 1960, the budget seeks an appropri: tia 


of $1,498,200,000, against an estimated $1,770,\)005 
000 in fiscal 1959 and $1,514,691,000 actually s pen 


in fiscal 1958. All told, 18 new ships and 13 conver 
sions are called for. New construction includes on 
carrier, Forrestal class, 6 guided missile ships, tir 
nuclear-powered attack submarines and eight othe 
vessels. Conversions include another guided missil 
cruiser, eight destroyers and four other vessels. 

The conversion of destroyers aims at improvini 
antisubmarine warfare capabilities and extensia 
of the useful life of World War II vessels. 

Additionally, three more Polaris submarines fo 
which funds were appropriated in 1959 will! b 
started in 1960, following the three to be started i 
the current calendar year. Funds for long lead tim 
items needed for submarine construction beginning 
1961 are included in the fiscal 1960 budget. 


Commercial Orders 


Commercial orders on hand for shipbuilders 2 
of February 1, 1959, total 74 vessels and 1,448,380 
gross tons according to the most recent release 0 
the Shipbuilders Council of America. It is estimate 
that 25 of the vessels are less than half completed 
while 41 have their keels still to be laid. A total o 
36 are scheduled for delivery this year. Bethlehem 
has the largest share with 31 vessels contracted fo 
and more than half the gross tonnage, largely con 
sisting of tankers. 


Outlook For Shipbuilders 


Backlogs of shipbuilders generally are sufficientl) 
large to maintain a high degree of activity during 


1959 and well through 1960. Pricing on new bid 
is quite competitive currently. Budgetary restric 
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1956 1957 
Rating 
American Export Limes ..................cscorssssseres B2 $9.53! $8.09! 
Lyke: Bros. I is cncnnsccnssronnatsercenenne A2 4.54 4.51 
Moc’ McCormack Lime ................cccccccssseeees BI 3.02 2.63 
BEM, SIIIED scicntenstinencnccteonnntnennsidisinesnennieniieninnns B2 9.79 7.16 
*—f£ sed on latest Dividend rate. 









tions indicate deferrals and delays for the plans 
being drawn by shipping companies aiming at the 












repla ement of their fleets. This will handicap build- 
ing | > future backlogs. On the favorable side is a 
disp ition of the Navy to contract for much of its 
cons -uction and repair work with private yards. 
Lool ng at 1959 alone, the industry can expect a 
goood year. 

Tl» American Ship Building Co. operates ship yards 
at C .ieago, Toledo, Lorain and Buffalo and is the 





largest unit in the ship repair and construction 
busi: ess on the Great Lakes. Losses incurred on con- 
struction under naval contracts led to substantial 
losses in the past two years, despite some special 
credits. Early fulfillment of the $8,000,000 contract 
for an ore carrier should contribute to an improved 
showing in the current fiscal year to end June 30, 
1959 

Common dividends have not been paid since 1957. 
§ Future possibilities lie in the need for considerable 
replacements in the Great Lakes fleet which has a 
high average age. The surge in maritime activity 
that will come with the opening of the Seaway also 
could bring an increase in business. Outstanding 
capitalization is small, consisting of only 263 shares 
of 7° preferred of $100 par, and 109,433 common 
shares, so that there are speculative possibilities. 

Bath Iron Works, known as a leading producer of 
destroyers for the navy is concentrating currently 
on the construction of guided missile surface ships. 
The backlog at the end of 1958 had increased to 
$158,456,000 from $99,619,000 a year before, bol- 
stered by a contract involving $80,000,000 for three 
guided missile frigates. Heavy crushing machinery 
is manufactured in a diverse line but this comprises 
only a small part of the business. The capitalization 
consists solely of 418,974 common shares. 

The dividend was increased late in 1958 to $0.75 
a share. Earnings last year came to $5.03 versus 
the $5.11 of 1957, despite a decline to $2.16 a share 
from $2.65 a share in the first half. With an ex- 
ceptionally large backlog on hand and dividends 
liberalized, prospects are quite promising. 

Newport News Shipbuilding & Drydock Co.’s large 
and efficient yards at Newport News, Va.. have long 
been prominent in the shipbuilding industry. In 
addition to construction, repair and alteration of a 
var.ety of naval ships, a large amount of work is 
done for private companies along similar lines. Side- 
lines include heavy machinery and castings and hy- 
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Position of Leading Shipping Companies 


—Earnings Per Share— 


1958 1956 1957 Current Recent Div. Price Range 
Annual Price Yield 1958-59 
Rate * 
$6.50! $1.87'2 $1.50 $2.00 30 6.6% 32 -19% 
3.42! - - 1.00 24 4.1 24 2-19'2 
2.22 1.50 1.50 1.50 24 6.2 24'2-17% 
6.29 1.62'2 2.00° 2.00 32 6.2 348-2378 


TS 








—Dividends Per Share— 









1_Estimated. 





2—Plus stock. 








draulic turbines. The company has been a leader in 
exploring the application of nuclear power to ship 
propulsion. There is no debt or preferred stock. 
Capitalization consists solely of 1,600,400 common 
shares. 

A preliminary survey of results for 1958 points 
to a decline of several million dollars in revenue 
from the $177,557,620 of 1957. This was caused 
largely by lower conversion and ship repair work 
since shipbuilding revenues were somewhat higher 
than the $120,158,053 of 1957 and hydraulic turbine 
business was well up. Despite lower revenues, higher 
earnings per share than the $4 of 1957 were realized 
as work began on more profitable contracts. 

Results for the current year will depend to an 
important degree on work on a nuclear Polaris sub- 
marine and a nuclear aircraft carrier, but terms of 
the contracts are not yet final, making an earnings 
estimate difficult. Firming up terms of certain other 
ship contracts could add to 1959 earnings. Enlarge- 
ment of the capacity of American Export Lines 
passenger ships, Independence and Constitution, is 
scheduled this winter. A recent release of backlog 
figures as of the end of 1958 shows a total of $350,- 
200,000, down from $449,600,000 a year before but 
sufficient for two years work. The employment fig- 
ure is over 12,000 and rising. Based on the above, 
current $0.35 quarterly dividends are well protected 
and there is a probability of a year-end extra that 
would measure total 1959 payments up to the 1958 
level of $2 a share. 

Better times for New York Shipbuilding Corp. are 
indicated by the recent declaration of a $0.50 quar- 
terly dividend up from $0.35 paid during 1958. 
Backlogs for the yards at Camden, New Jersey, are 
large. The amounted to $250,800,000 at the end of 
1958 and appear sufficient to insure a high rate of 
activity through this year and next. Work at hand 
includes the non-nuclear carrier Kitty Hawk and 
the nuclear powered passenger-cargo ship Savannah 
which is expected to go in operation during 1960. 
Earnings of well over $3 a share are indicated for 
1958, a rate that should be reasonably sustained in 
1959. Since some 80% of the 1,280,504 shares of 
common are owned by Merritt-Chapman & Scott, 
the market for the remaining shares is relatively 
thin. 

Todd Shipyard’s contract secured last November 
for a missile frigate at a cost of some $26,000,000 
plus the two cargo ships (Please turn to page 609) 
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What the managed funds have 
done since the turn of the year, 
of course, is not of record. The re- 








cent market performance sug- 
gests at least a toning down of 
their enthusiasm for the buying 
side, which also seems to be in 





line with the recent thinking of 
the “amateurs.” 







“Favorite Fifty” 
» Fifieen of the 50 stocks most 
















wide!’ held by investment com- 
panies are oils. They have lagged 
behi: | the market for more than 
a yer’. Holdings of international 
oils are especially heavy. These 
stock. are now well down in their 
1958-1959 ranges. The fund man- 
ager» bought Royal Dutch and 
Stan ‘ard Oil (New Jersey) on 
bala: ce, among others, in the 
1958 fourth quarter. They are 
now inder the average prices at 
whic: they sold in the fourth 
quar er. Jersey has long been first 
in the list of the “Favorite Fifty”. 
Fun: holdings are so large that 





‘ould not be greatly reduced 
without wrecking the market for 
the stock. Even if they were 
pared materially, the stock would 
still nead the list. Looking at this 


they 













ae ° . . ° ° 
widely-publicized list, an unin- 
fornied person could jump to the 

echnical erroneous conclusion that Jersey 

nt in al is the current favorite of institu- 
ages ar@ tional funds for new buying. At 





this writing, the stock is at 52 in 
a 1958-1959 range of 6014-4714, 
representing a cancellation of 
about 65% of its prior 1958-1959 
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Troubles 
As regards international oils, 










y rising 

» fourtiy there are three things investors 
.e thirég are particularly concerned about 
ndenew Now: (1) the indicated break- 
vance down of the 50-50 division of 
ined tum Profits on foreign crude produc- 





tion, with reductions effected or 
in prospect in the “take-home 





raders. 
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pay” of the producing companies; 
(2) a world over-supply of crude 
oil—to which Russian exports are 
contributing—and consequent re- 
cent price cuts on Venezuelean 
and Persion Gulf oil; (3) coming 
mandatory U.S. limitations on 
imports of crude oil. In general 
terms, there is more to be said 
for domestic than foreign oil 
equities at this stage—but not too 
much to be said for either. Do- 
mestic and international compan- 
ies face the threat of a possible 
cut in the depletion allowance for 
tax purposes. Domestic crude sup- 
plies are excessive, and there has 
been some price cutting. While 
cold weather has boosted demand 
for heating oil, the increased out- 
put thereof necessarily enlarges 
gasoline output. The gasoline in- 
ventory may be troublesome by 
the start of the Spring season. 








Stock Groups 

In recent trading sessions up 
to this writing, the principal 
stock groups faring somewhat bet- 
ter than the market are: aircraft, 
air lines, chemicals, drugs, e!ec- 
trical equipment, finance compan- 
ies, meat packers, farm machin- 
ery, food chains, paper, tele- 
vision-electronics, rail equip- 
ments, shipbuilding and textiles. 
In a number of these instances, 
corrections preceded—and _ ex- 
ceeded—the recent retreat of the 
industrial average. Groups re- 
cently performing worse than the 
industrial list include: automo- 
biles, auto parts, coal, machine 





tools, metal fabricating, office 
equipment, oils, shipping and 
steels. 
What Goes? 

Recently on the American 


Stock Exchange—once the “Curb 
market”—Park Chemical ran up 
from 95 to 18 in a few hours. It 
is now at 1134. In five days Borne 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1958 1957 

. Quart. Dec. 31 $ .28 $ .34 
Year Dec. 31 .90 1.60 
Year Dec. 31 1.79 2.40 
. Yeor Dec. 31 1.88 2.40 
. Year Dec. 31 7.61 12.16 
Quar. Dec. 31 58 72 

. Quar. Dec. 31 .65 1.05 
Year Dec. 31 27 1.45 
6 mos. Dec. 31 .27 70 
Year Dec. 31 2.13 3.05 


an 





Chemical rose from 32 to 64, then 
shot up to 80 during one day. It 
is now at 4934. Pneumatic Scale 
Corp. went from 42 to 67 in a 
short time, and is now at 48. 

Maybe it was response of a gul- 
lible public to irresponsible tips. 
Maybe it was some fast “foot- 
work” by professiona! traders. In 
any event, it was monkey busi- 
ness which ought not to happen 
on a securities exchange. All we 
can say is: you should not buy 
thin-market stocks of _little- 
known companies on tips or ru- 
mors. 


Response 

At least for the time being, 
stocks have ceased to respond 
with any great enthusiasm to 
news of splits. Here is a partial 
list of stocks now down material- 
ly either from where they were 
when split news came or from 
earlier highs not duplicated on 
split news: American Machine & 
Metals, Allied Kid, Eastern Stain- 
less Steel, Inland Steel, Libbey- 
Owens-Ford Glass, Lorillard, 
National Tea, Warner-Lambert 
and Zenith Radio. 


Good Business 

As we have noted here before, 
demand for cosmetics and toilet- 
ries has a fairly good growth 
rate, and holds up well in busi- 
ness recessions. A number of 
companies are partly in this field, 
and are otherwise makers of pro- 
prietary and/or ethical drugs. 
Two prominent examples are 
Bristol-Myers and Warner-Lam- 
bert. Three leading makers pri- 
marily of cosmetics and toiletries 
are Avon Products and Shulton, 
both of whose stocks are traded 
over the counter; and Revlon, on 
the Big Board. Now around 50, 
the latter is the most reasonably 
priced stock in the group; selling 
in the vicinity of 12 times pos- 
sible 1959 earnings and yielding 
3.6% on a $1.80 dividend which 
might be raised later this year. 
The stock reached a high of 54% 
a few weeks ago, sold off to 465% 
for a drop of about 15%, and met 
support around the low for a 
couple of days before the climax 
of the recent general market re- 
action. It appears to have put a 
more than adequate correction be- 
hind, and should work substan- 
tially higher. 

(Please turn to page 611) 
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This we have done in our Trend Forecaster (devek 
over a period of several years), which employs those indicz 
(see Components of Trend Forecaster) that we have foun 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in i 
is not a true gauge of the business outlook—the right ans 
can only be found when balanced against the state of ow/) 
economy. The Trend Forecaster line does just that. When i> 
changes direction up or down a corresponding change in ow!” 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre} 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. Whien 
particularly favorable indications cause a rise that exceed: 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of] 
minus 3 on the down side usually precedes an important con} 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


On the basis of the most recent figures, the com 
ponents of The Trend Forecaster are continuing to give 
a strong near term picture, although there are somel 
elements of uncertainty. In early 1959, the majority off 
the indicators continued in an uptrend, but only a few 
are any longer exhibiting dramatic strength. 

The Relative Strength Measure, while it has remained 
well above the +3 level indicative of continuing ex-9J 
pansion, is no longer rising. In general, the position off 
the Relative Strength Measure suggests a period similar) 
to mid-1955, when the pace of business expansion was 
shifting down from rapid to moderate, and when the] 
areas involved in expansion were changing in about} 
the same way that they are changing now. 

The high level of the Relative Strength Measure con- 
tinues to suggest expansion in general business condi- 
tions through mid-year of 1959; it is also beginning 
to suggest a less stimulated business environment after 
mid-year. However, it is worth bearing in mind that 
random factors, such as a steel strike, can cause un- 
predictable short- term movements in business and such 
a strike is a good possibility for 1959. 
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CONCLUSIONS IN BRIEF 





PRODUCTION—continuing up in early 1959, mainly 
on the strength of inventory accumulation, which has 
now begun in earnest. Strong areas are raw metals, 
other raw materials and machinery. 


TRADE—Sales volume in early 1959 is holding close 
to record levels of late 1958, but not rising further. 
Trace is now a sustaining force in the outlook, but 
not a source of further expansion. Prospect is for 
stat ility in next three months. 


MONEY & CREDIT—the market is tightening grad- 
val'y, and the underlying tone of interest rates is now 
firming, as business attitude toward borrowing grows 
more favorable. Outlook is now for a further round 
of creases in rates, possibly before Spring. 


COMMODITIES—raw materials prices benefiting 
somewhat from increased interest in inventory, but 
general price level still about stable. Outlook for next 
several months: spot rises in individual commodities, 
but no general price trend from now to midyear. 






MONEY AND BANK CREDIT 
(WEEKLY REPORTING MEMBER BANKS) 
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S Congress undertakes the difficult and perhaps 

thankless job of converting the Administration’s 
budget into revenue bills, the fact becomes much 
clearer that federal spending over the next several 
quarters is a major element in the business outlook. 
It is easy enough to treat federal spending as a 
datum of the outlook—given in amount, and not 
particularly stimulative. But the truth, as evidenced 
in the record of postwar business history, seems to 
be otherwise; government spending has been a 
strongly reinforcing trend in both expansion and con- 
traction. A sharp advance in spending was simul- 
taneous with the expansion of 1951-1953, and of 
1958-1959. And the three postwar recessions all can 
be shown to have had some involvement with a 
downward trend in defense outlays. 


For calendar 1959, the spending outlook for gov- 
ernment is clearly upward, despite a budget that 
seems to cut about $4 billion from the spending rate. 
However, the receipts side of the federal ledger is 
also apparently in for a considerable expansion, 
thanks to improving incomes, particularly in the cor- 
porate sector. By all indications, the receipts estimate 
of $77 billion for fiscal 1960, built into the federal 
budget is certainly not too high, and may even be a 
billion or so on the conservative side. Even if spend- 
ing runs $4 billion above the presently budgeted 
level, the deficit that seems to lie ahead is only in 
the neighborhood of $3 billion. 


While no deficit may be anything to be proud of, 
it is perhaps worth noting that the fiscal outlook for 
fiscal 1960 is thus for a deficit only about one-fourth 


(Please turn to the following page) 
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Unit | Month 
INDUSTRIAL PRODUCTION* (FRB)...... 1947-'9-100 | Jan 

Durable Goods Mfr............cssscesee- cesses 1947-'9-100 | Jan 

Nondurable Goods Mfr.............ss00+ 1947-’9-100 | Jan 

SUMED ‘sacccnesocsstncnseusencscetanscevenentdunidonine 1947-'9-100 | Jan 

i IT it, cue staidpnienn eapnciedaeinin $ Billions Jan 

Durable Gods. $ Billions Jan 

Nondurable Goods $ Billions Jan 

TE SD III ssninccnnnsnansiveneiencsiniias 1947-'9-100 | Jan 

MANUFACTURERS’ 

New Orders—Total®..............:ccccceee0 $ Billions Dec 
SI I iccisencncsiacsinininnenncnnainnes $ Billions Dec 
Nondurable Goods...............:00000 $ Billions Dec 

Shipments* _.............. $ Billions Dec 
Durable Goods $ Billions Dec 
Nondurable Good5s..............:.c000 $ Billions Dec 

BUSINESS INVENTORIES, END MO.* $ Billions Dec 

ON ETP TET $ Billions Dec 

RU aaa eilatcaisitadealiiica $ Billions Dec 

MUNIN ssicistsdesieienicusénamiieidiinsnienanabaniiasi $ Billions | Dec. 

Dept. Store Stocks .cssccssswsesssssssee 1947-'9-100 | Dec. 

CONSTRUCTION TOTAL...............c0c0ccee00e $ Billions | Jan. 

SUIT (schcerisisissetabanslieiniesapkianennioinenitiaiaaiiad $ Billions Jan 
SEI “dbiseicedeindsnaiiiiasbitisiinahaiumae’ $ Billions Jan 
i Ee a ne a $ Billions Jan 

Housing Starts*—a...............cssccesessoes Thousands Jan 

Contract Awards, Residential—b...... $ Millions Dec 
Fe a ercaccececsncsnisisinaniccntainins $ Millions Dec 

EMPLOYMENT 

RE IID cinneccisaniccirennnsabetentundtinn Millions Jan. 

NII. <icittasiisihinditosatsientassnientitesuimeaniio Millions Jan 
ID caccccncacantunnsnsciancnciatacweit Millions Jan 
ED Saiditininniaimmanntal Millions Jan 
PNA sciccinasicubaiaivnensiiuaiccbinalicanininasialea Millions Jan 

IE I iicctiasinchiccininisntistiniesnnien Hours Jan 
I I iccincrscvcnsmistemninis Dollars Jan 
Weekly Garnlings........0...00cccecs0r0 Dollars Jan. 
PERSONAL INCOME®...00........cccccccceeeeee $ Billions Dec 

MI, Th Fi ic neinccncscncsescnssnscincans $ Billions Dec 

Proprietors’ INCOMES...........ccseeeeees $ Billions Dec 

Interest & Dividends................0cc008 $ Billions Dec 

Transfer Payments..............sseeseeeees $ Billions Dec 

ER TT $ Billions | Dec 

COPESUIAER PRICES. ...2..cccccccsccrccssccccessees 1947-'9-100 Dec. 

SSTIIIID stassiacdiciispcisinbiciianaaendisteoeaninilddaiaciialitaeds 1947-'9-100 Dec. 

Clothing 1947-’9-100 | Dec. 

Housing 1947-'9-100 | Dec. 

MONEY & CREDIT 

All Demand Deposits’...................+ $ Billions Jan 

aris Cette acces ccececcescssesesceeceseers $ Billions Jan 

Business Loans Outstanding—c.......... $ Billions | Jan 

instalment Credit Extended”............ $ Billions | Dec 

Instalment Credit Repaid’............... $ Billions | Dec 

FEDERAL GOVERNMENT | 

Budget Receipt $ Billions | Dec 

Budget Expenditures................0.0000 | $ Billions Dec 

Defense Expenditures............-ssss0e | $ Billions | Dec 

Surplus (Def) cum from 7/V.ccccnceex '$ Billions | Dec 


Latest Previous 
Month Month 








143 142 
154 152 
137 135 
122 123 
17.6 17.6 
5.9 5.8 
11.7 11.8 
137 144 
28.1 27.8 
13.5 13.6 
14.6 14.3 
28.0 27.5 
13.6 13.3 
14.4 14.2 
85.2 85.0 
41.2 49.3 
12.0 12.1 
24.0 23.6 
150 153 
3.7 4.0 
2.6 2.9 
1.4 1.6 
1.2 1.3 
1350 1430 
981 1206 
1301 1388 
62.8 64.0 
50.3 51.9 
8.1 8.4 
11.0 12.0 
11.8 11.9 
39.9 40.3 
2.19 2.19 
87.38 88.26 
359 360 
243 242 
58 58 
30 32 
26 27 
17 17 
123.7 123.9 
118.7 119.4 
107.5 107.7 
128.2 128.0 
110.1 110.3 
87.8 89.5 
30.2 30.3 
3.7 3.6 
3.4 3.4 
6.2 5.0 
7.1 6.2 
4.2 3.6 
(11.0) (10.1) 


Year 


Ago 


133 
142 
127 
121 
16.8 
5.6 
11.3 
130 


25.1 
11.4 
13.7 
26.7 
13.1 
13.6 


90.7 
53.5 
12.7 
24.5 
150 


3.3 

2.4 

1.2 

1.2 
1020 
759 
1223 


64.9 
50.5 
77 
11.1 
12.0 
38.7 
2.11 
81.66 


348 
237 
55 
30 
23 
15 


121.6 
116.1 
107.6 
127.0 


104.7 
83.6 
30.4 

3.6 
3.5 


6.0 
5.8 
3.6 
(6.7) 





PRESENT POSITION AND OUTLOOK 


as large as the deficit being run up 
in the current fiscal year. 

This frequently overlooked cc 
parison makes a few points. In 
first place, it demonstrates that the 
income side of the federal ledcer 
now has tremendous leverage in it: 
thanks to the business recovery, the 
income side of the federal accounts 
will be fully $10 billion higher in 
fiscal 1960 than in fiscal 1959. It 
also makes the point that in the e- 
cession of late 1957 — early 1958, 
it was the Federal government that 
was hit, harder than the private s«c- 
tor by far. Finally, if the Eisenhow er 
budget goes through in approxima’ e- 
ly its submitted form, the year ahecd 
need not be another round of po:t- 
war inflation: a swing from a $ 2 
billion deficit to a $3 billion deficit 's 
clearly a blow against inflation. 





* om . 
TRADE PICTURE — in January, retc il 
sales volume across the nation 
amounted to over $17.5 billion (sea- 
sonally adjusted), or about the rae 
set in the late weeks of 1957. This 
volume is, of course, an all-time hig). 

Just because the consumer has c'- 
ready come through so spiritedly, 
not a great deal more can be ex- 
pected of him in the next several 
quarters. What is interesting about 
this conclusion is that it may leave 
many consumer durables industries 
in something less than full postwor 
prosperity. In the course of the 1957- 
1958 recession and recovery, soft 
goods made a very sizeable inroad 
into the spending of consumers, main- 
ly as a result of substantial increases 
in spending for food. At the same 
time, service outlays—for rent, medi- 
cal expenses, household utilities, et 
cetera — have also crept upward in 
dollar amount and as a percentage 
of total spending. The durables share 
of the consumer dollar has thus been 
subjected to a two-way squeeze. 

As auto sales have recovered, they 
have brought the durables spending 
of consumers into a head-on collision 
with soft goods and services, and o 
battle for the consumer dollar rival 
ling in intensivity anything see in the 
postwar years is now under way 
While it may be many months before 
the new 1959 shape of consumer 
spending will be clear, preliminary 
indications are that the 1959 auto- 
motive products are not notably 
strong contenders for the dollar, and 
are not likely to achieve a six-million 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 
























































1958—————-———- -— 1957—— 
SERIES IV il i IV 
Quarter Quarter Quarter Quarter 
GROSS NATIONAL PRODUCT ................. 453.0 439.0 429.0 438.9 
Personal Consumption ............ 296.5 291.5 288.3 287.2 
Private Domestic Invest. 61.5 53.7 49.2 61.5 
het Foreign Investment 0.2 17 17 3.3 
Covernment Purchases ..... 94.8 92.0 89.7 86.9 
STII . debiniiesisanemcunisisinieaniaies 53.8 52.2 50.7 49.1 
SN Oe UII icciitncsscrentensencstonintcnnnen 41.0 39.8 39.0 37.8 
Gs MII» sictinisisisoipanientianadniiitiniipen 359.1 357.5 349.8 349.7 
x & Nontax Payments ...........c0e 43.7 43.5 42.3 43.0 
|, ee ae 315.4 314.0 307.5 306.8 
onsumption Expenditures .... 296.5 291.5 288.3 287.2 
orsONal Saving—di ..........cccccccccssessesses 19.0 22.5 19.2 19.6 
CC?PORATE PRE-TAX PROFITS ............ 44.0 37.9 32.0 39.9 
orporate Toxes ......... 22.4 19.3 16.3 19.9 
orporate Net Profit .. 21.6 18.6 15.7 20.0 
ividend Payments ......... 11.8 12.5 12.4 12.0 
REE IID sesso eesesensnnstenecstesontnees 9.8 6.1 3.3 8.0 
PL.NT & EQUIPMENT OUTLAYS .......... 29.9 29.6 32.4 37.8 
THE WEEKLY TREND 
Week Latest Previous Year 
Unit Ending Week Week Ago 
M\YS Business Activity Index*..| 1935-’9-100 Feb. 7 301.6 299.7 268.2 
AWS Index—per capita® ...... | 1935-'9-100 Feb. 7 224.4 223.0 201.7 
Steel Production ...........0-0scee0e % of Capacity Feb. 14 83.7 80.8 53.5 
Avto and Truck Production....| Thousands Feb. 14 152 149 129 
Paperboard Production ............ Thousand Tons Feb. 7 298 294 252 
Paperboard New Orders Thousand Tons Feb. 7 345 293 310 
Electric Power Output* 1947-'49-100 Feb. 7 250.0 244.7 230.7 
Freight Carloadi | Th d Cars Feb. 7 565 583 532 
Engineering Constr. Awards....| $ Millions Feb. 12 346 284 209 
Department Store Sales...........| 1947-'9-100 Feb. 7 | 108 106 99 
Demand Deposits—c | $ Billions Feb. 4 | 57.5 58.6 55.9 
a | Number Feb. 5 | 271 322 342 


PRESENT POSITION AND OUTLOOK 





CONSTRUCTION—here is one of the 
major uptrends of the past year. In- 
cluded within it are a number of indi- 
vidual uptrends: in roadbuilding, for 


instance; in airport modernization; 
in school construction; and in the 
private homebuilding industry, re- 


vatilized by a heavy flow of funds 
into the secondary mortgage market. 

In the last half of 1958, the public 
building statistics have shown a tre- 
mendous spurt—from about $14.4 
billion (annual rate) in June 1958 to 
well over $17 billion currently. High- 
ways and schools have contributed 
most of this rise, but spending for 
military facilities has also been 
climbing. 

But the outstanding sector of the 
building industry has been the pri- 
vate residential segment. Last June, 
homebuilding was going on at a 
$16.5 billion annual rate; in recent 
months, the rate has climbed to al- 
most $21 billion. 

Moreover, the rate of contract 
awards still suggests further gains in 
building, at least over the next sever- 
al months. Figures compiled by F. W. 
Dodge Corporation show very large 
gains over a year ago in most cate- 
gories of building, the only notable 
exception being awards for manu- 
facturing buildings. 








es i eit, 
' 


disposable income over personal consumption expenditures. (e)—Esti 
centers. (na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 


jad 


(f)—Esti 


ted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 


ted by Council of Economic Advisors. (g)—337 non-financial 
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No. of 1958-'59 Range 1959 (Nov. 14, 1936 Cl.—100) High Low Feb. 13 
Issues (1925 Cl.—100) High Low Feb. 6 Feb. 13 100 High Priced Stocks ........ 273.9 189.7 268.4 269.4 
300 Combined Average ........... 448.2 283.9 439.5 443.0 | 100 Low Priced Stocks ..... 610.1 334.7 600.4 608.6 
4 Agricultural Implements ...... 384.1 196.5 370.2 384.1 S Geld MARg cnn GBB 530.5 912.2 929.1 
3 Air Cond. (‘53 Cl.—100) .... 129.9 87.8 126.3 125.0 4 Investment Trusts ....... 190.6 144.4 185.1 185.1 
10 Aircraft (‘27 Cl.—100) ........ 1252.4 982.2 1191.0 1227.8 3 Liquor (‘27 Cl.—100) 1564.6 913.4 15044 1504.4 
7 Airlines (‘27 Cl.—100) ........ 1239.5 638.8 1149.5 1179.5 8 Machinery  ..........0000+ 465.7 343.8 456.8 465.7H 
4 Aluminum (‘53 Cl.—100) .... 443.7 253.4 392.0 392.0 2 Oe TD tienen 275.0 143.3 270.2 275.0H 
5A ts . 206.3 125.0 200.5 206.3H 4 Maat Parching ....cccccccccocceesee 231.9 123.6 226.0 231.9H 
6 Automobile Accessories ..... 437.5 298.9 437.5 433.5 5 Metal Fabr. (‘53 Cl.—100) .. 195.4 138.1 191.8 195.4H 
6 Aut i 100.4 40.8 93.7 95.6 9 Metals, Miscellaneous. ....... 402.3 278.3 395.0 402.3 
4 Baking ('26 Cl.—100) .......... 40.9 28.5 40.2 40.2 D PRG  ccccsecceecevsncecnsccccscancsneoce 1216.9 841.8 1170.1 1193.5 
4 Business Machines ............... 1317.2 898.2 1239.0 1225.9 BD CIID ecccceercteenntneascnresenss 885.5 629.7 852.1 327.0 
I tittinininininiscnn 713.3 509.5 692.9 706.5 21 Public Utilities  .............c000+ 351.8 258.9 345.1 345.1 
0 OE seenseisirnenceontmnem 30.3 18.4 29.2 28.9 6 Railroad Equipment ............ 93.7 59.2 89.4 91.2 
4 Communications 174.4 85.7 166.3 174.4H | 20 Railroads .........sss0000 76.7 43.0 72.4 717 
a an 161.8 107.5 158.7 158.7 3 Soft Drinks ... 628.6 445.6 617.1 617.1 
FIN. eissseonnansiinisimsinnsete 1142.6 707.3 1076.7 = 1098.7 || 12 Steel B Pron ......essernernerneeneenes 415.4 249.3 404.0 407.8 
6 Copper Mining ...........0000 314.0 184.6 308.5 - {gl lee 144.7 102.8 133.0 134.3 
2 Dairy Products .......c.seree 147.7 115.6 138.8 i "eee 828.5 543.4 786.9 779.3 
Department Stores ............. 123.8 78.9 121.4 122.6 | 11 TV & Electron, (‘27 Cl.—100) 69.8 28.8 65.6 67.7 
5 Drugs-Eth. (‘53 Cl.—100) .... 425.2 217.2 379.5 383.5 SS. ee 187.2 106.9 187.2 187.2 
Elec. Eqp. (‘53 Cl.—100) .... 279.4 195.8 271.4 271.4 | 3 Tires & Rubber .... 224.6 142.3 218.3 224.6 
Finance Compani 747.2 568.8 676.1 GBS.3 | 5 Tebeed  .ncccccccecceee 188.1 110.9 184.8 183.1 
. eee 434.1 255.5 422.2 426.2 3 Variety Stores 350.9 239.3 344.4 344.4 
| aon 279.6 182.2 268.8 271.5 20 Unclassif’d (‘49 Cl.—100) .... 256.4 145.4 251.6 256.4H 








H-New High for 1958-1959. 
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Trend of Commodities 





SPOT MARKETS—Sensitive commodities were mixed in the two 
weeks ending February 13 and the BLS daily index of 22 
such commodities was off a minimal 0.1%. The two divisions 
of the composite index, raw foodstuffs and raw industrial 
materials, also were this same amount lower. Among indivi- 
dual raw industrial materials, some of the more volatile items 
were higher, including copper scrap, hides, rubber and tin. 
Declines were registered for lead scrap, tallow and wool tops. 


Meanwhile, the main body of commodities maintained pre- 
vious trends. The BLS index of all commodities other than 
farm products and foods, rose to a new high, in a continua- 
tion of the slow uptrend that has been going on since July, 
1958. Farm products, on the other hand, declined further, a 
drop that has been proceeding for almost a year. 


FUTURES MARKETS—Futures prices followed no well-defined 
course in the two weeks ending February 13, with gains and | 
losses about evenly divided. Wheat, cotton, coffee, cocoa, rub- 
ber and copper all registered moderate gains while lard, «ot. 
tonseed oil, wool tops, world sugar, lead and zine were low er. 
The Dow-Jones Commodity Futures Index added 0.60 points 
during the period, to close at 145.36, not far from the low of 
144.18 set on February 2. 

Wheat prices improved in the fortnight ending Febru ry 
13, with the May option adding 31% cents to close at 19&'). 
Sentiment was aided by continued signs of improved export 
demand. Traders are anxiously awaiting the Governme) t's 
report on entries into the loan and the size of these figures 
should be the main determinant of near-term fluctuatic ns. 
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ALL COMMODITIES 
1947-49 — 100 


90 




















80 80 Ase PRODUCTS 
N P 
70 1959 70 
60 60 iemamssASONd | FMAM) JASON 
1951 1952 1953 1954 1955 1956 1957 1958 1957 1958 J 
————————————— 
BLS PRICE INDEXES sie iinidies tie tent 93 BLS INDEX 22 BASIC COMMODITIES 
1947-1949—100 Date Date Ago Ago 194! 
All Commodities Feb. 10 119.4 119.5 119.0 60.2 91 91 
Farm Products Feb. 10 91.1 92.0 96.1 51.0 (1947-1949—100) 
Non-Farm Products Feb. 10 127.6 127.4 125.7 67.0 | 9 89 
22 Sensitive Commodities Feb. 13 84.4 845 88.9 53.0 ' 
9 Foods Feb. 13 78.4 (78.5 80.9 46.5 | 87_ AN, “ 87 | 
13 Raw Ind’l. Materials Feb. 13 88.7 88.8 947 58.3 Ya i ae | 
5 Metals Feb. 13 96.6 «97.3 (112.8 546 a ee ~~ 85 | 
4 Textiles Feb. 13 77.0 769 842 56.3 -— 
83 tl | | | 83 


MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 





1958 1957 1953 1951 1945 1941 


High of Year 154.1 166.3 162.2 215.4 89.9 85.7 
Low of Year | 146.5 149.5 147.9 176.4 96.7 743 
Close of Year 150.0 152.1 180.8 98.5 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 


1958 1957 1953 1951 1945 1941 





High of Year 159.0 163.4 1668 215.4 1064 84.6 
Low of Year 144.2 153.8 1538 1748 93.9 55.5 
Close of Year 156.5 1665 189.4 105.9 84.1 
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WHOLESALE COMMODITY PRICES 
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MILLIONS OF DOLLARS 


1953 1954 1955 1956 1957 


1958 was the ninth consecutive year in which sales 


of American-Marietta Company exceeded those of 


the prior year. The Company’s Annual Report 
covering its progress and major activities has been 


sent to 33,700 Shareowners. 


1958 Annual Report 
Sent on Request 
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100 


50 


1958 





American-Marietta 


MILLIONS OF DOLLARS 


MILLIONS OF DOLLARS 


How American-Marietta Has Grown 


NET INCOME 


1955 


CASH FLOW 


— FROM EARNINGS 


1952 1953 


Address Department 10 


1954 


1955 


Company 


101 E. ONTARIO ST., CHICAGO 11, ILLINOIS 


PAINTS + INKS - DYES - CHEMICALS - HOUSEHOLD PRODUCTS - BUILDING MATERIALS - 


16.2 


1956 1957 1958 










1956 1957 1958 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you, It 
is subject to the following conditions: 

1. Give all necessary facts, but be brief. 


—a 


intervals. 


addressed envelope. 


2. Confine your requests to three listed securities at reasonable 


3. No inquiry will be answered which does not enclose stamped, self- 
4 


No inquiry will be answered which is mailed in our postpaid reply 


envelope, 


5. Special rates upon request for those requiring additional service. 





ACF Industries 


“T rece ntly received a Christmas gift 
subscription to your publication, which 
I prize very highly. I would appreciate 


receiving recent earnings data on AFC 


Industries and would like to know 
about the outlook over coming months 
for the company.” 


M. F., Venice, Florida 


ACF Industries, formerly 
American Car & Foundry, is one 
of the largest builders of railway 
freight and passenger cars and it 
also manufactures automotive 
parts, is a large lessor of tank 
cars, With a fleet of over 15,700 
tank and other railroad cars and 
the company is active in missile 
components, electronic gear and 
atomic energy material. Included 
in its diversified lines are valves 
for pipe lines and oil wells, oil 
refinery parts and equipment. 

Combined net earnings of ACF 
Industries, Inc. and its non-con- 
solidated subsidiaries for the sec- 
ond quarter (ended October 31, 
1958) of its fiscal year were 
$384,000, equivalent to 27 cents a 
share. Of this total $251,000 or 
18 cents a share, was accounted 
for by the SHPX group of wholly 
owned subsidiaries. 

ACF’s sales and services for 
the first 6 months of its fiscal 
year (May-October) amounted to 
$77,697,000. In that period there 
was a combined loss of $169,000, 
or 12 cents a common share; this 
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was the net result of a loss of 
$664,000 in ACF Industries and 
a profit of $495.000 in SHPX. 
SHPX subsidiaries lease tank 
cars in railroad transportation. 

In the first half of the preced- 
ing year, on sales of $167,344.000, 
ACF earned $4,924.000 and the 
SHPX group $437,000. Combined 
net earnings were $5,361,000 or 
$3.78 per common share. 

For the fiscal year ended April 
30, 1958 earnings were $6.18 per 
common share compared with 
$6.95 per share in the preceding 
year. 

Combined operations in the 
second fiscal quarter produced a 
small profit which substantially 
offset first quarter loss. 

According to the chief execu- 
tives of the corporation, “the 
present outlook indicates a con- 
tinuing uptrend in the third and 
fourth quarters and the rate of 
this trend will depend to a large 
measure on the timing of orders 
for railroad equipment.” The 
chief executives added “while the 
need for new railroad cars nor- 
mally lags behind a general busi- 
ness recovery, there is presently a 
definite atmosphere of improve- 
ment in rairoad circles”. ‘We be- 
lieve that we are approaching a 
period of increasing revenues 
from this phase of our business”, 
according to these officials of the 
company. 

Latest quarterly dividend was 
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6214 cents per share. 

The freight car leasing division 
is relatively stable and offsets to 
some extent the cyclical swings in 
other divisions of the business 


Consolidated Electronics Industri:s 
Corp. 

“Please indicate specific nature of \p- 

erations of Consolidated Electroz ics 

Industries Corp. and also furnish -e- 

cent data on the company.” 


F. B. Camden, N. J. 


Consolidated Electronics Indi s- 
tries Corp. designs. develops aid 
manufactures a wide variety of 
electronic and electro-mechani¢al 
components of automation, cor- 
puting, recording and _ similir 


equipment produced for the con- § 
sumer market and for industry § 


and defense. The company is one 
of the foremost manufacturers of 
precision resistors, relays, timing 
and other devices, as well as sub- 
fractional horsepower motors for 
phonographs and other consumer 
appliances. There is a widening 
use of and growing demand for a 
variety of new electronically and 
electrically actuated machines, 
for home, office, mill, mine and 
factory and this company is seek- 
ing its share of this business. 

Net sales of Consolidated Elec- 
tronics Industries Corp. for the 
fiscal year ended September 30, 
1958, totalled $27,518,655, com- 
pared to $28,537,288 for the pre- 
ceding fiscal year. 

Net earnings after taxes 
amounted to $1,452,814, equiv- 
alent to $1.84 per share, compar- 
ed to $1,971,931, or $2.50 per 
share during the previous fiscal 
year. 

Net worth per share increased 
from $16.05 to $17.90 during the 
year. 

According to the president of 
the company, a substantial rise in 
volume of profitable business dur- 
ing the past several months was 
experienced by the company, fol- 
lowing the recession in general 

(Please turn to page 612) 
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Russia’‘s New Oil Offensive 
—Can it succeed? 








(Continued from page 575) 


Russia was in the throes of its 
forces 
In the last vears before Russia’s 
entr: into the war it dropped 
agai. In the immediate postwar 
peric | Soviet authorities seemed 
to e courage business with the 
eapit istic world but as the cold 
war gathered momentum they 
reversed their stand. After 
Stali .’s death another reorienta- 
tion took place and since 1954 
there has been a small but steady 
grow th of East-West trade. Total 
trad: between the USSR and the 
non-' ommunist world amounted 
to $1 75 billion in 1956 and to $2.2 
billica in 1957. In the latter year 
it accounted for about 2.5 percent 
of to.al world trade. 


The Soviet Economy Under Seven 
Year Plan 


The rationale behind Russia’s 


both political and economic. Since 
the political motivations are quite 
obvious, let us examine the eco- 
nomic ones. The Soviet Union is 
again undergoing a period of 
forced industrialization. This time 
its long-term goal is to outstrip 
American production. In order to 
do this it would like to import a 


llarge volume of capital equip- 


ment from the West, particularly 
chemical machinery. It would like 
to finance these imports by means 
of long-term credits. However, 
such credits from the West are 
not forthcoming at this time, as 
Mr. Mikoyan found out recently. 
Thus, unless the USSR wants to 
liquidate its gold hoard, it can 
only finance these imports by 
Means of exports. Obviously, 
capital goods exports are out, 
snmce Russia needs more capital 
goo’s than it has. Russian com- 
sumer goods find little acceptance 
Inthe West. Thus, primary com- 
mod ties are the only type of 
goods with which Moscow can 
pay for its import needs. This is 
the eason why Soviet oil exports 
are currently being pushed with 
80 much vigor by Soviet trade of- 
ficia s. This is also the reason for 
he building of a fleet of large 





EBRUARY 28, 1959 


| industrialization program. 


tankers which could only be em- 
ployed in foreign trade. Soviet oil 
exports, over and above any 
genuine surplus of this commod- 
ity, are therefore largely a de- 
pendent function of Soviet capi- 
tal goods needs from the West. 


Can Soviet Achieve Purpose? 


Finally, it is important to know 
whether the USSR intends to 
achieve its purpose by dumping 
oil into the Western markets. The 
answer would seem to be a qauli- 
fied no. For if the USSR deprives 
itself of some oil it could use do- 
mestically in order to pay for its 
import needs, it would want to 
receive as high a value for this 
oil as the market will bear and 
no less. 

It may be argued that the So- 
viet Union did engage in consider- 
able tin dumping last year, very 
much to the detriment of the 
world tin market. But this was 
a special situation. Russia’s exces- 
sive tin exports were caused 
largely by an unusual oversupply 
situation. 

Tin is one of China’s chief 
means of payment for Soviet 
goods. The great increase in Sino- 
Soviet trade had caused the 
Chinese, who are large-scale tin 
producers, to suddenly ship very 
large quantities of this commod- 
ity to Russia. The result was a 
stock surplus which was recti- 
fied by foreign dumping. The 
method was not too unlike our 
own occasional practice of dump- 
ing government agricultural sur- 
plus stocks. 

The interesting fact, however, 
was the Soviet Union’s great sen- 
sitivity to any harm its dumping 
policy was bringing to the tin- 
producing countries of Asia and 
Latin America. 


Revision of Policy? 


This sensitivity, plus the pain- 
fully learned lesson (with Britain 
as the chief teacher) that dump- 
ing methods can be countered by 
special import restrictions 
abroad, has now caused the Soviet 
Union to revise its policy. It has 
signed an official protocol with 
the International Tin Council in 
which it agrees to limit its tin ex- 
ports to an assigned quota, at 
least in 1959. A similar solution 
was found for Soviet aluminum 
exports which also threatened to 








DIVIDEND NOTICE 


FLORIDA POWER & LIGHT 
COMPANY 


MIAMI, FLORIDA 


A quarterly dividend of 41c per share 
has been declared on the Common 
Stock of the Company . . . payable 
Mar. 24, to stockholders of record at 
the close of business on Feb. 27, 1959. 


R.H. FITE 
President 





WINTER 
IN FLORIDA... 
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4. COMPANY 
»\i 


soe — 230k 
XS Consecutive 


Quarterly Dividend 


A dividend of fifty cents per share 
on the capital stock of this Com- 
pany has been declared payable 
April 15, 1959, to shareholders of 
record March 13, 1959 

EDWARD D. TOLAND, Jr 


Secretary and Treasurer 
Boston, Mass., February 9, 1959 

















E.!.0U PONT DE NEMOURS & COMPANY 


Wilmington, Del., February 16, 1959 


The Board of Directors has declared this 
day regular quarterly dividends of $1 .12'/2 
a shore on the Preferred Stock—$4.50 
Series and 87'/2¢ a share on the Pre- 
ferred Stock—$3.50 Series, both pay 
able April 25, 1959, to stockholders of 
record at the close of business on April 
10, 1959; also $1.50 a shore on the 
Common Stock as the first quarterly in 
terim dividend for 1959, payable March 
14, 1959, to stockholders of record at the 




















close of business on February 24, 1959 
P. S. pu Pont, 3rp, Secretary 
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Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi 
dends 


ORIGINAL PREFERRED STOCK 
Dividend No. 199 


65 cents per shore; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 
Dividend No. 48 





27 cents per share. 


The above dividends are pay 
ible March 31, 1959, to stock- 
of record March $5 


New book 
explains why 
the area we 
serve offers 
so much 
opportunity 
to industry. 


UTAH 
POWER 


Write for FREE COPY 
Box 899, Dept. S 
Salt Lake City 10, Utah 


disrupt the Western markets last 
year. Thus, there is little likeli- 
hood, and certainly no current 
evidence, of large-scale Soviet oil 
dumping in the foreseeable 
future. 

One final point to be considered 
is the fact that the bulk of the 
non-Communist world’s refineries 
and market outlets are in the 
hands of large oil companies with 
their own supply of crude oil. 
These are not likely to purchase 
Soviet oil, regardless of price or 
other consideration. 

To sum up, Soviet oil exports 
to the West are not likely to take 
on gigantic proportions in the 
foreseeable future, nor will they 
wreck the world oil price struc- 
ture. On the other hand, they are 
certain to continue and will prob- 
ably show a moderate but steady 
growth. In a few years they 
might well account for as much 
as 7 to 8 percent of the free 
world’s international oi! trade. 
They will, thus, not be disastrous 
for the Western oil companies. 
But they are quite likely to be- 
come a growing nuisance to them, 
since, under present world-wide 
excess supply conditions, every 
barrel of Soviet oil sold in the 
free world displaces a barrel of 
non-Soviet oil. END 
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Coming In Our March 14 issue 


A Comprehensive Study of 
The Construction Industry 


Paper Industry 





(Continued from page 587) 


and is now between 36 and 37 
million tons a year. Hence, it ap- 
pears that even allowing for 
some improvement in demand 
this year, the industry may not 
be able to equal a 90% rate for 
1959. This compares with an 
operating rate of 98.5% for 1956. 

Moreover, it must be realized 
that only a sharp pickup in the 
latter half of 1958 accounted for 
the good volume results for the 
year. In the first half, production 
of paper and paper board actual- 
ly ran about 316% behind 1957, 
but an unusually strong October, 
combined with the seasonally 
strong fourth quarter carried the 
industry to parity with the year 
before. 

Profits followed the same gen- 
eral course. For the first nine 
months of 1958 the industry’s 
earnings ran 15% behind the 
year earlier, and it is only be- 
cause of the exceptional volume 


in the final period of the year 
that earnings comparisons do no} 
look particularly bad. 

Last year, however, is a closej 
book. The big question mark i; 
the paper industry now, is its 
ability to sustain the rapid 
growth rate which it showed i; 
the years 1946-1956. In his 
period, annual per capita con. 


9; 


sunmption of paper rose to 134 


pounds from 318.8 pounds. The! 


consumption rate outran th 
growth in population by a god 
margin in that period. 

Now however, new competi ive 
forces have entered the pict 
that will make exceptio) 
growth more difficult. 


New Competition 


One of the most important ie 
competitive elements is the re 
lution in packaging that 
taken place in recent ye 
Where paper once reigned 
preme, there is now persist 
pressure from aluminum foil, 
lophane and a wide variety 
viscose plastics. Although tl 
newer products were first in 
duced in consumer fields, they 
now being used extensively 
bulk shipments, such as sugar 
chemicals and cement, and 
providing stiff competition fo 
multi-wall bags and other papel 
packages that once seemed the 
answer to a shipper’s prayers. 

On the other hand, the pape! 
industry has not stood still i 
combating these invasions. Al 
though the industry has not spent 
as much money on research an 
development in recent years a: 


the chemical or electronics indus-§ 


tries, it has not been idle either 
In 1946, paper companies as 3 
group spent about $40 million on 
research, or less that one-half o! 
one per cent of sales (compare 
to an average of about 3% f 
chemical companies), but 
pace has been stepped up con 
siderably since then. Moreover 
there have been rewards. Al 
ready, several companies are 
ready to market disposable 
paper oil cans for use at aut 
service stations, and the pape! 
board manufacturers have de 
veloped several new and poten 
tially profitable building mate 
rials to replace gypsum boards 
and plaster in low cost building 
projects. 

Nevertheless, at the momen! 
at least, it appears that new prod- 
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ucts will do little more than re- 
place the volume lost to compe- 
titive products in other fields. 


Newsprint Overcapacity 


he printing field the spread 
evision has tended to slow 
circulation growth of news- 
pape’s and some magazines. The 
dem: nd for printing papers is ex- 
pected to grow about 3% a year, 
but «ven at this rate it will be 
five or six years before demand 
can atch up with world capacity 
of vut 2,500,000 tons. With 
over 1,600,000 tons of this capaci- 
ty i: North America, it is under- 
stan able that newsprint manu- 
fact rers did not raise prices in 
195s — the first time in several 
year; that they have failed to 
do 
Ir addition, it is doubtful that 
pric increases will be forthcom- 
ing n 1959. Advertising (which 
dete-mines the use of paper) is 
expe’ted to show some gains, but 
higher postal rates have caused 
ma iy magazine publishers to 
shif. to lighter paper grades, 
while many newspapers have 
swuig over to tabloid size. The 
net -esult should be little change 
in newsprint consumption. 
Overall, however, the upward 
momentum of paper consumption 
should continue to rise (although 
at a slower rate) so that produc- 
tion this year should increase to 
a record level of 32 to 32.5 mil- 
lion tons. In terms of dollars, this 
should make the paper industry 
an $11 billion industry in 1959. 


Profits Outlook 


The prospect for profits, how- 
ever, is not attractive for the in- 
dustry as a whole, although indi- 
vidual companies may fare better 
than the average. Excess capaci- 
ty, and price rigidity combined 
with higher labor costs will con- 
tinue to squeeze profit margins, 
but several companies will enjoy 
specific advantages. 

Most important will be the 
absence of start-up expenses for 
new facilities for those corpora- 
tions that absorbed these extra- 
ordinary costs last year and have 
how curtailed their expansion 
proxrams. In addition, the con- 
sumer-type paper companies, such 
a Seott Paper can expect the 
growth trend of recent years to 
con‘ inue. 

I, the long-run, however, most 
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companies must resume their 
building programs in order to re- 
place obsolete, and high labor-cost 
plants with modern facilities. 
Thus any substantial increase in 
volume can be expected to give 
birth to new plant capacity and 
continued pressure on the price 
structure. Moreover, in view of 
the new competition facing the 
industry, considerable equity dilu- 
tion may be in the offing as the 
major companies seek to merge, 
or otherwise absorb competitors 
from other fields. 


Valuable Holdings in Natural 
Assets 


The millions of acres of land 
owned by the paper companies 
are an important asset, and one 
which is likely to grow in value 
as the value of the dollar declines. 
In addition to the land itself there 
are tremendous stands of timber, 
and modern principles of re- 
forestation insure a replanting of 
young trees to replace timber cut- 
tings in much the same manner 
as farmers plant new crops to 
replace their harvests. 

The timberlands of the leading 
companies are located in Canada 
as well as in this country. The 
table on page 587 shows the tim- 
ber acreage of the individual 
companies. 


In Conclusion 


All in all, therefore, while it 
appears that the paper compa- 
nies are heading into a new period 
of transition, it will be character- 
ized by greater stability than 
ever before, but growth will prob- 
ably be slower than in recent 
years. On the other hand the 
transitional period may well lay 
the groundwork for a new growth 
era several years hence. END 





What About Price-Earnings 
Ratios In Today’s 
Unprecedented Situation 





(Continued from page 584) 


ratios generally. This adjustment 
is similar to that which must be 
made for the declining value of 
the dollar when comparing wage 
levels for periods some years 
apart. Over the five-year 1953-57 
period the stocks comprising the 
Dow-Jones Industrial Average 
sold at a composite multiple of 
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ED CARBON 
COMPANY 


ARLESTON, 
ST VIRGINIA 


DIVIDEND NOTICE 


A quarterly dividend of fifty 
50¢) cents per share has been 
declared on the Common Stock 
of this Company, payable March 
10, 1959, to shareowners of re- 
cord of close of business on 
February 23, 1959. 


C. H. McHENRY 


Secretary 

















TEXAS GULF SULPHURCOMPANY 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company’s cap- 
ital stock outstanding and entitled to re- 
ceive dividends, payable March 16, 1959, 
to stockholders of record at the close of 
business March 2, 1959. 
E. F. VANDERSTUCKEN, JR., 


Secretary. 








12.5 times earnings. Today they 
are selling at 20.5 times estimated 
1958 earnings, or an increase of 
64%. Obviously, the changes in 


the price/earnings ratios of in- 
dividual stocks will be significant 
only to the extent that they have 
exceeded or lagged behind this 
average performance. 


Tables Show P/E Ratios 


This correlation is revealed by 
the accompanying tables, which 
compute the current and the 
average 1953-57 price/earnings 
ratios for 50 popular stocks. In 
the last two columns these ratios 
are compared with those on the 
Dow-Jones Industrials for the 
same periods. For example, over 
the 1953-57 period Firestone was 
available at a price averaging 9.7 
times its earnings, or 78% of 
the price/earnings ratio then 
prevailing for the Dow-Jones In- 
dustrials. At present this relation- 
ship has been reversed, with 
Firestone selling at 21.3 times 
last year’s earnings, or 4 per cent 
higher in terms of earnings than 
the Industrials as a group. On 
the surface (this qualification 
must be emphasized), it suggests 
that Firestone is overvalued. On 
the other hand, American Can 
sold in 1953-57 at a price/earn- 
ings ratio averaging 120% of 
that for the Dow-Jones Indus- 
trials; today this has been re- 
duced to a low 85%. In terms of 
the general market this makes 
American Can look like an un- 
usually attractive issue. 

Brief individual comments 
are attached to each issue 
in the table. The study also in- 
dicates certain interesting 
changes in the investment status 
of industry groups. Earnings of 
the agricultural machinery manu- 
facturers, for example, have al- 
ways been appraised very cau- 
tiously, owing to the cyclical 


NATIONAL STEEL 
8 Cotpotation 


117th Consecutive 
Dividend 


The Board of Directors at a 
meeting on February 16, 1959, 
declared a quarterly dividend of 
seventy-five cents per share on 
the capital stock, which will be 
payable March 12, 1959, to 
stockholders of record February 
25,1959. Pau E. SHROADS 

Senior Vice President 











character of this industry and its 
partial dependence upon political 
hand-outs to farmers. Deere’s 
sharp earnings recovery last year 
is regarded with particular skep- 
ticism. But the ability to main- 
tain earnings even close to this 
level makes Deere an exception- 
ally attractive value. 

Both aviation manufacturing and 
air line transport are appraised 
in a speculative light, as the low 
P/E ratios relative to the Dow 
Jones Industrials testify. United 
Air Line’s exceptionally low cur- 
rent P/E is, however, misleading, 
as it reflects an unexpected and 
presumably temporary boost in 
last year’s earnings. 

In the automotive industry F'ord’s 
high P/E of nearly 30 suggests 
that last year’s sharp dip to $1.75 
a share is regarded as merely 
temporary. Yet the industry still 
faces difficult problems. General 
Motors, although itself not on 
the bargain table, looks like a 
better buy than Ford. One must 
reckon with the factor of investor 
psychology. 

Exceptionally high price/earn- 
ings ratios have always been 
typical of the chemical industry, 
but the relationship with the 
Dow Jones Industrials has dec- 
lined since the 1953-57 base 
period, making these issues ap- 
pear to be better values. Texas 
Gulf Sulphur is in a quite differ- 
ent category than the other com- 
panies, as it lacks diversification 
and also faces a depletion pro- 
blem. 

The stable consumer industries, 
such as containers, food, shoe and 
tobacco, uniformly show a decline 
in the market value placed upon 
each dollar of earnings, relative 
to the composite Dow Jones In- 
dustrials. This shows that other, 
more glamorous stocks, offering 
the hope of rapidly expanding 
earnings, have captivated the 
minds of a majority of investors. 
This situation is, of course, char- 
acteristic of a boom period; at 
the bottom of a recession the 
statistical relationship would be 
reversed. It would certainly seem 
wise, at the present stage of the 
market, to have substantial re- 
presentation among these more 
conservatively valued stocks. 


The current high price/earn- 
ings ratios shown for Caterpillar 
Tractor, Dresser, Alcoa and Kai- 
ser Aluminum should not be 
taken entirely at face value, as 
these reflect sharply reduced 1958 


earnings. The machinery com. 
panies are, however, cyclica! jy 


character, and should sell at lowe 


than average multiples of earn. 
ings, with exceptions. The pro. 
spective growth of the aluminum 
industry, on the other hand, en. 
titles its members to a more 
generous appraisal of earnings 
but buyers should be carefu t 
avoid extremes. 

The oils, long a favored indu: try 
with investors, suffered a defi ite 
slow-down last year, and are }.0w 
available at slightly better pri ‘es 
relative to the general mar <et 
The domestics look attrac ive 


now, but the internationals areJ 


in a more speculative position 

It is undoubtedly true that the 
steel industry has become incr: as- 
ingly stabilized, losing much 0: its 
former prince-and-pauper ctl ar- 
acter. This change certainly ep- 


titles its members to higher price § 


earnings ratios. Even so, most 
steels look fully priced in the cur. 
rent market. 


Final Answer is Sound 
Judgement 


Two important cautions should 
be observed in utilizing the ratios 
shown in the accompanying table. 
It has been stated that earning 
power is the basic determinant 
of value. This is fundamentally 
true, and yet stocks, like any 
other traded commodities, are ul- 
ly responsive to the laws of sup- 
ply and demand. A paucity of 
new offerings on the one hand, 
versus increasing eagerness of 
the part of institutions and in- 


dividuals for income-yielding in-§ 


vestments may have contributed 
quite as much as the expectation 
of rising earnings to present 
high prices. Secondly, the too! 
employed in these calculations 
the change in price/earnings ra- 
tios of the individual stocks mea- 
sured against the same change 
for the Dow Jones Industrials. 
compares the value of each stock 
under consideration only with 


the market in general. It does not] 


help the analyst in deciding 
whether the whole market i: 
overvalued. In reaching an in- 
formed opinion upon the latter 
question the investor must aban- 
don mathematical techniques and 
rely upon a broader critical judg- 
ment. END 
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How Realistic Are Plans To 
Stimulate U.S. Investment 
Abroad? 





—_ 


(Continued from page 581) 


a complete exclusion from U. S. 
tax of income earned abroad by 
an .\merican firm. Crictics say 
H.R.» should be altered so that 
prof. realized with respect to 
goods produced by a U. S. com- 
pan) and sold by it or by a sub- 
sidisry and shipped to a buyer 
outs de this country for consump- 
tion or use outside the U.S. 
wou d be deemed to be realized 
whe | and where the sale is made. 


Compromises 


Boggs maintains that it is quite 
legi' imate to modify or change 
U.S. tax code as a way of provid- 
ing in incentive to promote any 
forn: of private initiative that is 
regerded to be clearly in the na- 
tion] interest. But he admits that 
there are points which would 
cause disagreement among vari- 
ous business groups and may not 
be extensive enough to satisfy the 
international business community 
in this country. But Boggs points 
out that it would not be politically 
practical at this time, to incorpo- 
rate above recommendations. 

Meanwhile, U.S. Government 
Guaranties are available for new 
American investments abroad un- 
der the Investment Guaranty Pro- 
gram. Latter is administered by 
the International Cooperation 
Administration (ICA), and is set 
up to encourage private U.S. in- 
vestment in foreign countries. 

A firm planning to (1) license 
a foreign company to use patents 
or processes; (2) increase U.S. 
investments in an existing for- 
eign venture (3) and establish a 
foreign subsidiary, branch and 
affiliate can obtain U.S. Govern- 
ment guaranties. Latter include 
currency convertibility and guar- 
aniy against expropriation or 
confiscation and loss by reason of 
wor, 


The Cost 


‘he cost of these guaranties to 
an American firm is usually 14 of 
1°. per year of the guaranty cov- 
erige for each type of guaranty 
an is available for periods up to 
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PLrlterd Company 


AMERICA'S FIRST TOBACCO MERCHANTS + ESTABLISHED 1768 
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FILTER CIGARETTES 


— 
=~ DIVIDEND NOTICE 
Regular quarterly dividend of $1.75 per share on the Preferred 
Stock and regular quarterly dividend of $1.00 per share on the 
outstanding Common Stock of P. Lorillard Company have been 
declared payable April 1, 1959, to stockholders of record at 
the close of business March 4, 1959. Checks will be mailed. 


uesypoRt 
— 


a 


settled as eee 


G. O. DAVIES, Treasurer 
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OLD GOLD STRAIGHTS 
Regular 
Crush-Proof Box 

OLD GOLD FILTERS 


Smoking Tobaccos 


Cigarettes 


King Size 
Crush-Proof Box 


Little Cigars 


EMBASSY 
MURAD 
HELMAR 


NEWPORT 
King Size 


Crush-Proof Box 


Chewing Tobaccos 
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20 years. Investments may be in 
form of equipment or materials; 
patents, processes and techniques ; 
and cash. But an investment must 
be by U.S. citizens, for promotion 
of trade or economic development, 
by American companies (major- 
ity only owned by U.S. citizens) 
and for a minimum of average 3 
years if a loan; or 5 years if an 
equity investment or a licensing 
arrangement. ICA has agreed to 
guaranty investments in well over 
38 countries with war risks cov- 
ered in Afghanistan, Austria, 
China, Israel, Italy, Jordan, Thai- 
land and Viet Nam. 

® However, U. S. Government 
will not offer U.S. firms guaran- 
ties against failure to make a 
profit, normal risks accompany- 
ing any investment, general de- 
valuation of a foreign currency, 
and inability or failure of a bor- 
rower to repay due to a decline in 
his assets. There is no official in- 
terference in business of recipient 
of the investment or in operation 
of the business of the investor. 

e Although existing American 
investments may support the pur- 
pose of the Mutual Security legis- 
lation, such investments cannot 
be considered for guaranty. The 


investment must be new and may 
be to establish a totally new en- 
terprise in the foreign country, 
or to expand, modernize, or de- 
velop an existing one. 


Acceptance Wide-Spread 


Importance of this program 
can be seen by fact that more 
than 650 American firms already 
have agreements with unaffiliat- 
ed foreign companies to supply 
patents, technology, processes, 
rental equipment and other tech- 
nical or proprietory assets such 
as copyrights and trademarks. 
Last year gross returns on these 
pacts exceeded $250 million and 
this figure will be easily topped 
by end of 1959. 

This is in addition to roughly 
$250 million of similar income re- 
ceived from their foreign branch- 
es and subsidiaries. 

Receipts from foreign licensing 
agreements are rising at a rate of 
almost 10% per year in the past 
few years. It will become more 
popular since it is an easy med- 
ium to step up sales and profits 
without use of capital and to 
avoid the complexities and risks 
of exchange controls. 





Whether the ICA program con- 
tinues to be main form of Gov- 
ernment guaranties to new U.S. 
investment abroad or the Boggs 
bill is enacted to backstop it, 
American firms will need ccn- 
stant support to sell abroad. 
Large corporations anticipate a 
drop of 30% in actual exports to 
the European Market area before 
the 15-year experimental period 
lapses. But, by that time, most 
U.S. corporations shipping abroad 
hope to be manufacturing in 
Europe either directly or through 
license. Although long range pros- 
pects are bright, American trad- 
ers will encounter hard times be- 
tween the fifth and fifteenth years. 
Loss of European trade for me- 
dium-sized exporter could run to 
60% of his current shipments 
while small shipper stands to lose 
as much as 80%. Congress event- 
ually, if not now, will have to 
grant some form of tax relief to 
private enterprise if this country 
is to protect vital foreign policy 
interests of the U.S. as well as to 
give American business the op- 
portunity to expand. END 





Companies With 
Advantageous Tax Loss 


Carry-Overs 
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in the last ten years and the com- 
pany should earn about $3 mil- 
lion before taxes in the fiscal year 
ending March, 1959. If addition- 
al acquisitions are of the same 
caliber the new Servel will be in 
good shape and will be able to 
use the current tax credits. 
Bucyrus-Erie, the world’s largest 
producer of power shovels, cranes 
and draglines, is by the nature of 
its products, subject to severe 
cyclical influences. Despite wide 
swings in demand for its prod- 
ucts, the company avoided deficits 
until 1958, when the combination 
of reduced demand, competitive 
pricing and rising costs, edged 
the company into the red and 
forced management to pass the 
last dividend date without a pay- 
out. Despite depressed current 
operations, the outlook is good be- 
cauSe of expected increases in 
activity in road building, con- 
struction, quarrying, public 
works, logging and general con- 
struction, which should create 
considerable demand for the Com- 
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pany’s products and erase the 
loss shown by 1958 operations. 

A sales decline of over 40% 
for the nine months through Sep- 
tember for Sharon Steel Corpora- 
tion was too much for this semi- 
integrated high cost steelmaker 
to absorb, and profits declined 
more than 90%. After deficits in 
the first half amounting to $0.93 
per share the third quarter was 
profitable by $0.06 per share. 
With an estimated one-third of 
volume accounted for by the auto 
industry, Sharon was hard hit by 
reductions in auto production in 
the first nine months of 1958. 
However, the fourth quarter 
proved to be a bonanza, with 
earnings of $1.07. This converted 
the previous deficits into earn- 
ings for the full year of 20¢ a 
share. The better showing should 
continue and points to a better 
year in 1959. 

A major part of copper and 
brass output of Scovill Manufactur- 
ing Company is fabricated into a 
myriad variety of items, from 
pins and compacts to parts for 
autos and aircraft, which filter 
through to all levels of the econo- 
my. Heavier depreciation charges 
in recent years, due to a stepped 
up program of capital improve- 
ment, have reduced margins, and 
coupled with the recession-in- 
duced declines in sales volume, 
have resulted in four consecutive 
quarterly deficits starting with 
the last quarter of 1957. Prodded 
by the general economic recovery, 
volume increased and the deficit 
was less in the September quar- 
ter of 1958 and the improvement 
should continue in the last quar- 
ter. Tax credits will undoubtedly 
carry over into 1959 but earnings 
improvement through increasing 
volume and better and new facili- 
ties should be more than enough 
to use them up. 


Where Use of Tax Credits Is 
Doubtful 


Profits have been rare in recent 
years for Artloom Industries, and 
considerable tax credits have 
been accumulated. The future for 
this secondary carpet maker is 
doubtful and depends on new 
management’s ability to carry out 
its diversification aims, since the 
intense competitiveness of the 
carpet industry seems to preclude 
satisfactory profits in the fore- 
seeable future. 

One of the leading producers 
of felt base and linoleum floor 


covering, Congoleum-Nairn, suf. 
fered when consumer preference 
turned toward plastic floor cover. 
ing. Heavy plant break-in costs 
and the largest advertising pro. 
gram in the history of the com. 
pany for the new line of plastic 
flooring, suggest meager profit 
opportunity in the near future. 

General American Industries is 4 
holding company with rater 
varied interests, principally in 
the leather goods industry, ut 
also including a small petroleum 
producer, shoe fabrics and niis- 
sile and aircraft components. " ‘he 
ability to generate profits to ise 
large tax credits is clouded by 
special charges and integrat on 
problems of the varied holdings. 

The highly cyclical nature of 
the farm machinery industry ¢énd 
Minneapolis-Moline Company’s f. il- 
ure to produce profits in ‘he 
favorable climate of the last year 
or two does not enhance futwre 
prospects when considered in ‘he 
light of an expected decline in 
farm income in 1959. 

Underwood Corporation was ( N- 
able to successfully develop and 
market large scale electronic 
computers, and combined with 
special charges related to the 
punch card business, has incur- 
red considerable losses in the last 
three years. The serious disloca- 
tions of operations will likely 
prevent an early return of earn- 
ings. 


Formerly the second ranking | 


sewing machine manufacturer, 
White Sewing Machine disposed of 
this business following the loss 
of its biggest account, Sears, Roe- 
buck, and increasing foreign com- 
petition. The company has diver- 
sified into the household appli- 
ance, fiberglass and defense in- 
dustries. However, profits are 
still eluding White and will likely 
continue to do so for the near 
term. 

Considerable pruning and re- 
consolidation of unprofitable yarn 
processing facilities by Duplan’s 
new management have failed to 
stem the flow of red ink although 
it has been slowed down. Profits 
potential does not appear to be 
enough to fully use up tax credits 
of about $4.50 per share. 

Elgin National Watch, one of the 
larger quality watch makers, has 
been hampered in recent years by 
foreign imports and plant rear- 
rangement. Expansion into other 
fields will benefit operations, but 
profits over the near term will be 
small if they occur at all. 
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A steadily deteriorating posi- 
tion at Publicker Industries was ag- 
gravated further by the 1957- 
1958 recession, which affected in- 
dustrial alcohol sales and other 
industrial chemicals. Some firm- 
ing of prices plus the industrial 
recovery will aid operations, but 
profis in the near term are un- 
certain. 

Hizhly erratic cab sales to af- 
filiat -d and regular customers and 
declining government volume, 
com) ined with heavy retooling 
expe ses, have resulted in three 
cons:cutive years of deficits for 
Checker Motors. Poor results con- 
tinu-d in 1958 with no signs of 
imn diate profits. END 





How Practical Is Gold 
As A Hedge Against 
Inflation? 





‘ontinued from page 568) 


prerequisites for gold converti- 
bili 
“ . . this is not just a do- 
mestic matter; this is an inter- 
national matter. The gold 
standard is the method of mak- 
ing payments between coun- 
tries, fundamentally. While do- 
mestically we are much nearer 
to the point where we could go 
on a full gold basis, interna- 
tionally that is not so. Rela- 
tively few of the currencies of 
the world are even convertible 
with other currencies, let alone 
ith gold . . . When more re- 
trictions have been removed 
and convertibility has been 
restored at least among the 
principal currencies, we shall 
be freer to consider the return 
to gold redemption Gold 
vayments are the seal of ap- 
rroval of good money, and the 
‘ree world has not yet gone far 
enough in the achievement of 
rood money.” 


Conclusion 


We have not yet reached the 
goal, but the recent moves in Eu- 
rope toward convertibility bring 
closer the time when good money 
will be a widespread reality. It 
will take hard choices, a willing- 
ness to live within our means, 
and avoidance of international 
conflict, but for the first time 
Since World War II the condi- 
tions of economic normality are 
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beginning to appear on the inter- 
national scene. It is not too early 
to take a new look at our gold 
legislation to see whether at some 
future date gold convertibility of 
the dollar could serve not merely 
as a “seal of approval” but as a 
positive help in building the pub- 
lic trust and confidence which is 
indispensable for a sound cur- 
rency and an expanding world 
economy. END 





What 1958 Earnings 
Reports Reveal 





(Continued from page 572) 


Other Steady Earners 


Bristol Myers, reflecting its 
strong proprietary drug business, 
also continued its pattern of 
steady earnings growth. Full year 
sales are not available, but per 
share net rose to $4.38 from 
$4.07. Since 1956, earnings have 
climbed from under $3.00 per 
share. 

Pitney-Bowes, the major pro- 
ducer of mailing and stamping 
machines also kept its recent re- 
cord intact. Despite a Consent 
Decree that breaks the company’s 
virtual monopolistic position, 
earnings rose to $3.20 per share 
from $3.01 in 1957. Some indica- 
tion of the effects of the recession 
however, can be seen in the com- 
pany’s narrower profit margins. 

Freeport Sulphur reversed the 
earnings decline of 1957 with a 
strong fourth quarter in which 
the company reported $1.61 per 
share. This raised full year net 
to $5.22 a share from $5.19 the 
year before. What is interesting 
here is that a year ago Freeport 
elected to sell off its oil properties 
and facilities — a decision which 
was obviously very well timed. 
With sulphur prices again firm, 
the company should continue to 
improve in 1959. 


Summary 


1958 is past and painful his- 
tory. Nevertheless its significance 
for investors is of the utmost im- 
portance for several reasons: 

(1) It reaffirmed the vitality 
and resiliency of the American 
economy ; 

(2) It established almost be- 
yond doubt that our major com- 
panies are stronger than at any 
time in history; 


(3) It proved that dividend 
payments today are decidedly 
more stable than ever before in 
a recession. 

In combination, these three 
factors plus an inflationary psy- 
chology help to explain the high 
level of the stock market. For al- 
though they offer no means for 
projecting future earnings, they 
do establish that the risks in- 
herent in lower profits — for 
brief periods — are not as great 
as they once were. However, al- 
though this new evaluation of the 
market may prevent a major 
break, it offers no assurance that 
stock prices will continue to rise 
if earnings fail to continue their 
excellent late 1958 performance. 
For in the long run rising stock 
prices will depend on dividend 
increases — and not just the 
stability of current payments. 

END 





Facts To Consider in Buying 
— Holding — Shipping and 
Ship Building Stocks — Today 





(Continued from page 593) 


being built for Moore-McCor- 
mack and barges for the Missis- 
sippi Valley Barge Line add up 
to a sizeable amount of new con- 
struction for Todd Shipyards 
whose primary activity has gen- 
erally consisted of ship repairing 
on a large scale. A line of com- 
bustion equipment for general in- 
dustry provides diversification. 
Repair work was somewhat slack 
during much of the fiscal year 
ending March 31, 1959 but satis- 
factory results are expected. The 
stock has become more market- 
able following the three-for-one 
split in mid-1958 which increased 
total stock outstanding to 746,799 
shares. There is no senior capi- 
talization. Current dividends of 
$0.42 quarterly should be ade- 
quately protected. 

As cited above, Bethlehem Steel 
has booked the largest single 
share of commercial ship con- 
struction now on order. While 
the company bulks large in the 
shipbuilding industry, revenues 
therefrom are only a small part 
of the total and are submerged 
by other items in the company’s 
over-all picture. Availability of 
supplies and well-located and 
well-equipped shipyards point to 
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a strong position within the in- 
dustry for years to come. 

Sun Shipbuilding & Drydock Co. 
is in certain respects similar. It 
is 100% owned by its parent, Sun 
Oil Co., but shipbuilding revenues 
add up to only a small fraction in 
the complete picture. Neverthe- 
less, the company is prominent in 
the shipbuilding industry and is 
usually able to secure a fair share 
of bookings for its Chester, Dela- 
ware, yards. Bookings as of Feb- 
ruary 1, 1959, came to 9 vessels, 
and comprised just about 10% of 
all commercial gross tons under 
contract. 


Outlook For Shipping 


A stronger national economy 
in 1959 should help slow the de- 
cline in exports experienced last 
year and bolster world trade. 
Timetable operations by Ameri- 
can flag liners have built up a re- 
liability that prevents most items 
carried from being subject to 
direct competition from tramp 
shipping. Grain, while a_ bulk 
item, brings in revenues under 
legislation calling for transporta- 
tion of 50% of Government fi- 
nanced shipments in available 


U.S. flag vessels. A sizeable vol- 


ume in that commodity is looked 
for in 1959. Crew wage contracts, 
though subject to reopening, do 
not expire till mid-1961. With 
passenger service exerting a 
steadying influence, a reasonably 
good year for the shipping indus- 
try is foreseen. 

The stocks of the subsidized 
ship lines sell at comparatively 
low price-earnings ratios and af- 
ford quite attractive yields. Con- 
sidering strong cash positions 
and moderate capitalizations, 
shipping company shares are 
relatively attractive in today’s ad- 
vanced market. 

American Export Lines connects 
Atlantic ports in the United 
States with the Mediterranean, 
Black Sea, Red Sea, India, Pakis- 
tan, Ceylon and Burma. Senior 
capitalization at the end of 1957 
consisted of $15,135,000 314% 
Serial Notes due the Maritime 
Administration to 1971. There are 
1,200,000 outstanding common 
shares, epproximately a quar- 
ter of which are closely held. A 
start has been made on replace- 
ment of the 28-vessel cargo fleet 
with keels on four new freighters 
to be laid soon and contracts for 
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a second set of four up for sign- 
ing. The two passenger liners op- 
erated, Independence and Con- 
stitution, are to be refitted at 
Newport News this winter with 
the result that passenger capacity 
will be increased about 10% add- 
ing to earning power. A decision 
on an application for subsidy for 
a cargo service planned between 
Great Lakes ports via the St. 
Lawrence Seaway and the Medi- 
terraenean is expected momen- 
tarily. Statutory reserve funds at 
the end of 1957 were carried at 
$43,139,000 which will assist in 
replacement of the freighter fleet. 
However, funds are lacking in the 
new federal budget for carrying 
the freighter program further, 
and for construction of a third 
passenger liner, tentatively pro- 
jected. 

Results for nine months 
through September 1958 reflected 
a slump in outward bound car- 
goes. But with passenger reve- 
nues doing well earnings were re- 
ported at $3.87 a share against 
$4.65 a year earlier, after oper- 
ating subsidy, recaptive and in- 
come taxes. For all 1958, such 
earnings could approach $5 a 
share. Since deposit of earnings 
in the Capital Reserve Fund is 
likely to reduce the effect of in- 
come taxes, a reported figure of 
around $6.50 a share for full 1958 
is a reasonable expectation. 

Added capacity for the passen- 
ger liners and a_ strengthened 
national economy point to an- 
other year of satisfactory opera- 
tions in 1959. Cash needs for ves- 
sel replacement weight against an 
increase in the current $2 divi- 
dend, but its continuance is indi- 
cated and the yield is still attrac- 
tive. 

Lykes Brothers Steamship Co. is a 
relative newcomer to listed se- 
curity markets, since 400,000 of 
the 3,800,000 common shares 
were publicly offered about a year 
ago. The remainder of the com- 
mon is closely held. There is no 
senior capitalization. Six major 
routes connect the Gulf Ports 
with Northern South America 
and the Caribbean, with Europe 
the Mediterranean and Near 
East, with Far Eastern ports not 
west of Singapore and with South 
and East Africa. 

Sound operation of this far- 
reaching service and retention of 
earnings in the business have 
built up large liquid resources. 


Growth in the Gulf area served 
has expanded trade and emphasis 
on freight has augmented eff. 


ciency. 


Operations in 1958 reflected the} 


recession in world trade although 
shipments to the Mediterranean 
and Near East did well and norm. 
al activity persisted in the Ca ib. 
bean and the United King« om 
area. Preliminary figures sliow 
that revenues receded to $70,(40, 
000 from $89,530,000 in 195’, a 
drop of about 22%. Income f) om 
operations amounted to $3.42? a 
share, against $4.51 in 1957. 

The above earnings are based 
on the needed approval by ‘he 
Maritime Commission of vo! in- 
tary deposit of $7,000,000 in -he 
Capital Reserve Fund for 1£58. 
A like voluntary deposit was ip- 
proved for 1957. Federal income 
taxes are held to moderate pvo- 
portions by this policy but fu ds 
so deposited are earmarked or 
renewal of the fleet. 

In line with replacement 0! )li- 
gations under subsidy agr2e- 
ments, Lykes in 1958 contrac'ed 


for nine new ships which will cst J 


the line around $50,000,000 and 
the federal Government approxi- 
mately $45,000,000 in constriic- 
tion subsidy payments. A replace- 
ment program for 44 more ships 
carries through 1968 with Lykes 
having sufficient liquid resources 
in its statutory reserve funds of 
$140,741,00 as of the end of 1958 
to handle its share of construc- 
tion for about half the total with- 
out having recourse to financing. 
Construction on such a scale of 
course would require large sub- 
sidies that appear under chal- 
lenge in the budget message. 

The safety of the dividend is 
assured and some moderate in- 
crease seems possible. 

Major routes of Moore-McCor- 
mack Lines connect ports on thie 
Atlantic and Pacific coasts of the 
United States and Canada with 
South American ports on the east 
coast and with Columbia and 
Venezuela; also United States 
ports on the North Atlantic with 
Scandanavia, the Baltic and south 
and east Africa. Senior capitali- 
zation, end of 1957, consisted of 
$1,588,750 434% notes due 
through 1964. There are oui- 
standing 2,294,104 shares of com- 
mon stock. 

A preliminary report for 1958 
shows net per common share of 
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$2.22, against $2.63 a year before. 
The 1958 figures do not include 
$4,800,000 gain from ship trade- 
in. Business with Africa was 
down doubtless due in part to 
reduced automobile exports and 
lower ore imports, but South 
American activity held relatively 
well. The past year was marked 
by utting two new passenger 
liners, in operation, the Argen- 
tina and the Brasil. 

T' e outlook has become bright- 

ene’ by establishment of more 
res; »nsible governments in Ar- 
gen na and Brazil, in turn pro- 
vidiig a basis for support from 
the nternational Monetary Fund. 
A new pier in Brooklyn, sched- 
ule’ for completion late in 1959, 
sho: ld produce economies. 
A huge replacement program 
has been drawn to renew the 
flee’. The keel has just been laid 
on the first of five 10,406 ton 
freizhters Sun Shipbuilding is 
con-tructing at a cost of over 
$10 000,000 each. Subsidy is to 
covr 49.2% of the total. The 
sane yard won a contract early 
in January for three more ves- 
sels Expansion of the program 
depends on federal authorization 
of further subsidies. Capital Re- 
serve Funds totaled $28,864,134 
at the end of 1957. Cash resources 
are being applied to financing the 
two new liners on a temporary 
basis. 

While somewhat narrow, the 
margin of protection for divi- 
dends from earnings is sufficient 
to support the $1.50 rate. 

United States Lines provides pas- 
senger and freight service over 
the heavily traveled North Atlan- 
tic route and extends its opera- 
tions through the Panama Canal 
to Hawaii, Japan, Korea, the 
Philippines, Formosa, points on 
the Asiatic mainland and to Aus- 
tralia and New Zealand. Its sen- 
ior capitalization at the end of 
1957 consisted of $52,131,807 
34.% ship mortgage notes due 
1960 through 1974 and 133,874 
shares of $10 par 414% prefer- 
red. There are 1,695,984 common 
shares outstanding. 

Preliminary figures for 1958 
have recently been issued. Reve- 
hues approximated $135,000,000, 
off from $146,160,401 in 1957. 
Passenger revenues declined to 
about $28,000,000 from $29,807,- 
000, while receipts from cargo 
business receded to about $107,- 
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000,000 from $116,353,000. In- 
cluding special credits of $0.81 a 
share, common share earnings 
were reported at $6.29, against 
$7.16 in 1957. 

Legislation was signed by 
President Eisenhower in 1958 au- 
thorizing construction of two 
superliners, one of which would 
be a sister ship to the United 
States, replacing the America. 
Cost to the company was esti- 
mated at $47,000,000 with the 
federal government taking up the 
balance of an estimated total cost 
of $115,000,000 as a construction 
subsidy. However, the budget of 
the Government for the fiscal 
year to end June 30, 1960, does 
not include provisions for con- 
struction. 

United States Lines is discuss- 
ing with the Maritime Adminis- 
tration plans for replacement of 
its cargo fleet but necessary ap- 
propriations by the national Con- 
gress will be the determining 
force as to the scope of action. 
Construction reserves on hand 
are sizable and they stand to be 
augmented upon the pending set- 
tlement of certain accounts with 
the Maritime Administration. 

Obligations were reduced some 
$9,300,000 in 1958 by prepayment 
of 1960 and 1961 maturities. 
Prospects for 1959 favor con- 
tinued wide protection of the $2 
dividend which is expected to be 
maintained. END 





For Profit and Income 
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Fast 

Stocks which have shown 
above-average strength to date on 
the rebound from the market’s 
February 9 reaction low include: 
ACF Industries, Allied Stores, 
Atlas Powder, Bath Iron Works, 
Blaw-Knox, Celotex, Crown Cork, 
Deere, Electric Storage Battery, 
General Finance, General Tire, 
Gimbel, May Department Stores, 
Maytag, Monsanto Chemical, 
New York Shipbuilding, Ruber- 
oid, Scott Paper and U. S. Ply- 
wood. Up to this writing, there 
are not too many Big Names 
among stocks which are in new 
high ground. 


Slow 

A partial list of stocks which 
have so far lagged on the market 
rebound — excluding oils too 


numerous to mention—includes: 
Alcoa, Admiral, American Mo- 
tors, Allis-Chalmers, American 
Brake Shoe, Bell & Howell, Best- 
wall Gypsum, Boeing, Carrier, 
Chain Belt, Crane, Filtrol, Flint- 
kote, Food Fair Stores, General 
Motors, Grace, International 
Business Machines, Industrial 
Rayon, Lorillard, Montgomery 
Ward, National Acme. Thomp- 
son Ramo Wooldridge, Tung Sol, 
U.S. Steel. 


ill Wind 

It’s an ill wind that blows no- 
body any good. The flu epidemic 
in Europe is expected to spread 
to the U.S. If so, it will give 
something of a lift to profits of 
makers of proprietary and ethi- 
cal drugs. On the basis of normal 
demand, this is a growth busi- 
ness. Most of the stocks have had 
sizable reactions from their highs, 
but are still liberally priced on 
possible earnings of the next 
couple of years or more. It should 
be repeated, however, that they 
are less extremely priced than 
chemicals, which have a growth 
prospect no better than the drug 
field, and which at this time are 
in renewed market favor in many 
cases. In the drug field, a reason- 
ably priced speculation for cur- 
rent buying is Rexall Drug. Prof- 
its are roughly 50-50 from drug- 
store retailing and manufacture 
of drugs and related items. Un- 
der the management’s expansion- 
improvement program, profit con- 
siderably more than doubled to 
$1.45 a share in five years 
through 1957. The company may 
report around $1.70-$1.80 for 
1958; and something like $2.20- 
$2.40 seems likely this year. 
Around 35, the stock is in the 
vicinity of 15 to 16 times earn- 
ings. Dividends are at a $0.50 
rate, plus 3% in stock. END 
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to take to the battle field, — with 
propaganda clearly indicating 
that the Soviet Union is count- 
ing on her claims of superiority 
in the field of missiles, and her 
blatant threats, to hold us in line 
while she works feverishly 
toward full strength, for a war 
with the United States at this 
time would devastate her indus- 
trial capacity and utterly disrupt 
her plans. Berlin is merely being 
used to disorganize us further. 

Although our leaders are 
aware of the situation, they have 
not taken the psychological steps 
that would throw a monkey 
wrench into the machinery upon 
which Russian plans depend. We 
have shown no courage — no 
initiative, no matter how sharply 
Russia snaps the whip. Although 
there is no reason for fear, we 
waste our strength and power in 
futile gestures. In other days, 
such problems have been met by 
imaginative thinking and cre- 
ative effort. But today we seem 
soft — even flabby — and un- 
able to act effectively. 

The United States has for too 
long been dancing to the Soviet 
tune, — so that Khrushchev be- 
lieves that no matter what insult 
he offers us we will turn the 
other cheek and appease him. 

The situation is alarming, and 
if we do not make a stand now 
the world will be closing in 
around us. And, following the 
pattern of world events, this 
country could be broken up into 
a number of helpless states, 
never to arise until a real leader 
emerges once again. END 
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Answers to Inquiries 
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business during the latter part of 
1957 and early in 1958. The com- 
pany will continue to follow a 
policy of growth and expansion 
in compatible fields both through 
acquisition and internal develop- 
ment, according to the president. 

The results reported for the 
fiscal year did not reflect opera- 
tions of Sessions Clock Co. in 
which Consolidated Electronics 
acquired a controlling stock inter- 
est during 1958. An active devel- 
opment program is being pursued 
in the industrial commercial 
timer field at Sessions, one of the 
country’s oldest manufacturers of 
electric clocks and clock move- 
ments. Consolidated Electronics 
Industries Corp. is a successor to 
Reynolds Spring Co. No divi- 
dends have been paid since 1952. 


American Steel Foundries 
“Please report breakdown of sales in 
major lines of American Steel Foudries 
and latest order backlog of the com- 
pany and prospects over coming 
months.” 


L. W. Chester, Pa. 


American Steel Foundries is a 
prominent producer of castings 
for railroad and industrial use 
and also makes machine tools and 
hydraulic equipment and indus- 
trial chain etc. Steel pipe is pro- 
cessed for oil and gas distribu- 
tion. 

A breakdown of sales for the 
1958 fiscal year which ended 
September 30 was the following: 
Products sold for railway equip- 
ment $56.2 million, machine tools, 
hydraulic machinery, roller 
chains etc. $30.4 million, steel 
castings, forgings etc. $7.2 mil- 
lion and war material $700,000. 

Shipments to other than rail- 
way customers made up 41% of 
total sales in 1958 compared with 
38% in 1957 and only 10% in the 
early post-war period. This 
change is the result of expansion 
into other fields and not of a de- 
emphasis of railroad products, ac- 
cording to the president. 

The backlog of unfilled orders 
amounted to $21 million at Sep- 
tember 30, 1958. There are strong 





indications that the rate of in. 
coming orders will increase iy 
the first half of the 1959 fisca) 
year according to the presicent 
but he stated these may not be 
obtained in time to be reflected 
in shipments in the first quarter 
of fiscal 1959 and that earnings 
for the quarter may not show an 
improvement over the last qi ar. 
ter of 1958. ““However, volume of 
shipments and earnings is exp--ct- 
ed to improve from quarter to 
quarter in 1959 rather than de. 
cline as was the case in 198,” 
according to the president. 

The company had net inc: me 
of $4,524,393, or $3.50 per sh: re, 
on sales of $94,543,123 in the fis. 
cal year ended September 30, 
1958. This compares with net in- 
come of $8,007,946 or $6.20 >er 
share, on sales of $122,614,59¢ in 
fiscal 1957. Net sales for th» 3 
months to Dec. 31, 1958 amo; nt- 
ed to $21,011,532 and net in. 


come was $501,170, equal to 398 


per share. 

A cash dividend of 
per share was paid in each quar- 
ter of the fiscal year, making a 
total of $2.40. 

Fiscal year 1958 attested to he 
importance of diversification «nd 
expansion programs undertaken 
since World War II by the com- 
pany. Even though effects of the 
business recession were wite- 
spread, earnings of American 
Steel in 1958 were substantially 
better than they would have been 
had the diversification and ex- 
pansion programs not been un- 
dertaken. 

Plant additions of $11,325,000 
in 1958 were the highest in the 
company’s history. The major ex- 
penditures were for two new stee! 
wheel plants and facilities for the 
production of precision rolle 
chains and sprockets. The new 
steel wheel plant at Muncie, Kan- 
sas began operating late in 195% 
fiscal year. The other plant, at 
Transcona, Canada will begin op- 
erating in the second quarter of 
the 1959 fiscal year. On the basis 
of present plans, plant additions 
in 1959 will amount to about $7 
million. About 10% of these ex- 
penditures in 1959 will be for 
additional research and develop- 
ment facilities. 


The business is cyclical but 
post-war expansion has modified 
this aspect somewhat. END 
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Wedemeyer Reports! 
BY GENERAL ALBERT C. WEDEMEYER 
As the United States stands poised 

“on the brink” of war with Red China 

and the U.S.S.R., General Wedemeyer 

delivers a devastating indictment of the 

Grand Strategy of World War II— 

strategy which inevitably set the stage 

for today’s world crisis. 

In an expert revaluation, Wede- 
meyer, a top military strategist, has 
dared to open the Pandora’s box of 
World War II high command and 
diplomacy. Powers and _ personalities 
emerge mM arresting new perspectives 
as Wedemeyer bares official corre- 
spondence and conversations, secret 
meetings and agreements which fore- 
shadowed the Allied invasion of Eu- 
rope, the war in the Pacific, and Amer- 
ican postwar policy in Asia. 

Wedemeyer Reports! is also an ob- 
jective, dispassionate record of self- 
examination, spanning a tumultuous 
period. Detailed with accuracy and 
candor, it is destined to stir up a storm 
of controvery from the Pentagon to 
distant political capitals of the world. 

Illuminating the report are candid 
close-ups of great wartime figures; re- 
vealing sidelights on the pre-Pearl 
Harbor newsbreak of General Wede- 
meyer’s “Victory Program” and his 
subsequent investigation by the FBI; 
the momentous trip to London in April, 
1942, with Marshall and Hopkins; and 
the postponement of Operation Bolero 
(the proposed invasion of Europe in 
1945) to Overlord in 1944. Perhaps 
most revealing of all are the disquiet- 
ing facts behind his famous Wede- 
meyer Report on China and the 
Acheson-Truman White Paper which 
followed. 

Condemning a score of tactical and 
diplomatic errors in World War II 
strategy —from Churchill’s plan for 
“closing the ring” on Germany to our 
own bankrupt postwar Asian policy — 
this logical, documented report by a 
topflight strategist, commander of 
American troops in the China Theater 
and Chief of Staff to Chiang-Kai-shek, 
makes a profound and exciting contri- 
bution to modern history. 

Henry Holt $6.00 


Anecdotes of Destiny 
By ISAK DINESEN 

Isak Dinesen was lifted to the very 
pinnacle of literary greatness with her 
first published book, Seven Gothic 
Tales. Like the two other collections of 
stories which came after it, this new 
one, Anecdotes of Destiny, reaffirms 
her genius for storytelling that is 
unique, imaginative and exquisitely 
wrought. 

To read the five stories in Anecdotes 
of Destiny is to enter all of life’s 
rooms, brilliantly illuminated. Here, 
then, are the keys: 

1. THE DIVER 
Of a heaven-aspiring youth, who lost 
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his wings in his love for a fair young 
dancer, and reacquired his equilibrium 
in conversations with a wise and for- 
bearing old female friend. 
2. BABETTE’S FEAST 

Of the great artist Babette, of the 
pious and kind-hearted audience who 
would have nothing of her, and of the 
man of the world, General Loewen- 
hielm, whose heart was with both 
parties, but who himself remained for- 
ever lonely. 
3. TEMPESTS 

“Where the bee sucks, there suck I: 
ina cowslip’s bell I lie;—merrily, mer- 
rily shall I love now.”—“Woe to Ariel, 
to Ariel!” 
4. THE IMMORTAL STORY 

Of the stone-hearted old millionaire 
Mr. Clay, who disapproved of fantasy 
and who endeavored to kill a story by 
turning it into reality. Of the lovers in 
the story and of how the story survived 
in its own way. 
5. THE RING 

Of the brief meeting, within a dark 
wood-recess, between a white-clad, 
happy young woman and a murderer. 
fandom House $3.75 


Atlantic, Book of British and 
American Poetry 
Edited By 
DAME EDITH SITWELL 

The <Ailantie Book of British and 
American Poetry is the life’s work of 
a master reader and a practicing major 
poet: Dame Edith Sitwell. In a volume 
which is a labor of love as well as of 
scholarship, Dame Edith has brought 
together within the covers of a single 
book the best of poetry in English, 
from the earliest pre-Chaucerian lyrics 
te the British and American poets of 
the 1950’s. 

In doing so, she has emphasized the 
delight of reading poetry rather than 
the historic process. Her endeavor has 
been to arrange a book which combines 
the pleasures of private reading with a 
comprehensive survey of English poet- 
ry, as useful to students as to the gen- 
eral reader. She has discarded certain 
quaint monuments of the eighteenth 
century who have turned to wood in 
the older anthologies, and in the space 
thus gained she has accorded John 
Donne, Andrew Marvell and Chris- 
topher Smart a more comprehensive 
and sympathetic presentation than they 
have elsewhere enjoyed. 

In her selection of early secular and 
early religious poems which antedate 
Chaucer and in the choice of the bal- 
lads, Dame Edith has brought to light 
beauties which have rarely been ap- 
preciated in each other’s company. 
Shakespeare naturally commands the 
most space, and her favorite selections 
from the plays, the sonnets and the 
lyrics are magnificent. 

Her admiration for Milton, for Dry- 
den and for Pope shows both in what 
she says about them and in the pas- 
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sages she has selected. The classic 
translations by T. S. Eliot, Arhu] 
Waley and Roy Campbell are a rove 
addition. This is the first single vol- 
ume to give the great American yf oets 
— Walt Whitman, Emily Dickir son, 
Robert Frost — their full due, ani to} 
brave the challenge of setting the dest F 
of the moderns — both British and} 
American — in generous and sens tive @ 
comparison through the 1950’s. 
Finally, Dame Edith has written 
thirty-four informative and refres ting 
prefaces, giving insight into the y vets 7 
she most admires. An anthology w iich 
is the work of a dedicated and wi lely 
read poet, this book, in its scope and 
beauty and interpretation, stands a! ne 
Atlantic Little, Brown $12.50 















































































East To West 
A Journey Round the World 
By ARNOLD J. TOYNBEE 

In February 1956 Arnold J. Toy: bee 
and his wife Veronica, both just re- 
tired after more than thirty year: at 
the Royal Institute of Internati: nal 
Affairs in London, set out on a se\en- 
teen-month journey round the world 
They wanted to meet people and see f 
places that were already familiar t 
them in their work. 

They traveled from east to west. As 
Mr. Toynbee says, ‘This way round 
lengthens one’s nights instead of short- 
ening them, and that is an important 
consideration when one is travelling 
hard. We timed our journey so as to 
be in Australia during the souther 
hemisphere winter, and in India during 
the northern hemisphere one.’ 

The book is a fascinating collectior 
of informal travel articles written en 
route. It offers a series of rewarding 
glimpses of little-known cities and 
countries which are illuminated by Mr 
Toynbee’s special insights and his deep § 
knowledge of the world’s history, ge- 
ography, and religious life. His first 
objective on this journey was ‘to visit 
Asian countries and Latin American 
countries which have a predominantly 
non-European population.’ Thus we fol- 
low him to Ecuador, Peru and the land 
of the Incas; to New Zealand and Aus 
tralia; to Vietnam, Manila, Hong 
Kong; and through Japan and India t 
the countries of the Middle East. 

Each brief chapter is a self-contain- 
ed unit of experience. Mr. Toynbee 
vividly and with great poetic detail de- 
scribes his intense impressions of coun- 
tryside, scenery, people, lands, and 
cities. The book is a delight to read, 
and only Mr. Toynbee could have writ- 
ten it. For every reader of A Study of 
History it will make an interesting 
supplement, filled as it is with Mr. 
Toynbee’s thoroughly human and per- 
sonal observations of the countries 
whose civilizations so profoundly in- 
terest him. East to West includes a full 
itinerary of Mr. Toynbee’s tour and 4 
specially drawn two-color folding map. 


Oxford Univ. Press $4.50 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $100,000 or More!) 


W) ost investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
. .. With a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth .. . 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








Tun information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee ... and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of fifty-one years of service. 


120 WALL STREET 





NEW YORK 5. N. Y.- 
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Automobiles...and 


More than 135 million cars built and operated since 1900. More 
than 55 million using our 3,366,000 miles of streets and highway 
today. That’s a lot of cars! A lot of sheet steel, too. 

And who’s the biggest U.S. producer of cold-rolled sheet steel? 
National Steel, for many years a major supplier to the automobile 
industry through its Detroit-based Great Lakes Steel Corporation 
and its Weirton Steel Company in Weirton, West Virginia. 

The styling and beauty, the safety and riding comfort of our 
modern cars are largely made possible by the strength, ductility 





NATIONAL 


and flawless surface finishes inherent in today’s better sheet steels 
And at National Steel they are constantly undergoing even greate 
refinements of quality . . . through research, improved techniques 
and advanced metallurgical processes. 


National Steel serves American industry with many different 
kinds of improved steels—through such divisions as Stran-Stcel 
Corporation, Enamelstrip Corporation, National Steel Produc 

Company, The Hanna Furnace Corporation, as well as throug 

its Great Lakes Steel and Weirton Stzel Divisions. 


NATIONAL STEEL CORPORATION, GRANT BUILDING, PITTSBURGH, PA. 
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